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STATE OF LOUISIANA

LEGISLATIVE FiscAL OFFICE
BATON ROUGE

Post Office Box 44097
Capitol Station
H. Gordon Monk Baton Rouge, Louisiana 70804
Legislative Fiscal Officer Phone: 225.342.7233
Fax: 225.342.7243

To: The Honorable James R. “Jim” Fannin
Chairman, House Appropriations Committee
Honorable Members of the House Appropriations Committee

From: H. Gordon Monk, Legislative Fiscal Officer
Evan Brasseaux, LFO Staff Director

Date: March 2, 2012

Subject: HB 1 Original

As you review HB 1 Original, the Legislative Fiscal Office has prepared a booklet listing
major programmatic enhancements, reductions, and means of finance swaps that
attempt to compare funding in the current version of the bill with budgeted amounts
from the current fiscal year (as of 12/1/2011). Also included is a listing of significant
budgetary issues. In addition, we have provided you with summary information
detailing state budget information including Means of Finance by Department.

Please contact us if you have questions or need additional information.

Attachments



Statewide Budget

Department Budget Summary

Previous Year

Current Year

Next Year

Actual EOB 12/1/2011 Executive Budget 2013 .- 2012 Percent
FY 2011 FY 2012 FY 2013 Dollar Change Change
GRAND TOTAL - Statewide Budget
STATE GENERAL FUND (Direct): $7,585,083,993 $8,277,928,055 $8,406,700,000 $128,771,945 1.6%
STATE GENERAL FUND BY:
Interagency Transfers 3,307,313,743 3,203,557,622 2,978,861,033 -224,696,589 -7.0%
Fees & Self-gen Revenues 2,820,239,717 3,441,287,136 3,458,258,925 16,971,789 0.5%
Statutory Dedications 4,072,340,868 4,044,751,720 3,651,010,726 -393,740,994 -9.7%
Interim Emergency Board 1,897,824 511,853 0 -511,853 -100.0%
FEDERAL FUNDS 10,918,294,287 11,174,954,485 11,349,384,820 174,430,335 1.6%
$28,705,170,432 $30,142,990,871 $29,844,215,504 -$298,775,367 -1.0%
T.O. 82,247 72,686 66,315 -6,371 -8.8%
STATE FUNDS (excludes Federal): $17,786,876,145 $18,968,036,386 $18,494,830,684 -$473,205,702 -2.5%
General Appropriation Bill
STATE GENERAL FUND (Direct): $6,994,097,346 $7,657,062,447 $7,778,920,838 $121,858,391 1.6%
STATE GENERAL FUND BY:
Interagency Transfers 2,978,473,825 2,878,818,877 2,655,597,519 (223,221,358) (7.8%)
Fees & Self-gen Revenues 1,520,734,505 2,022,856,355 2,055,194,217 32,337,862 1.6%
Statutory Dedications 3,023,356,721 2,857,484,336 2,448,346,635 (409,137,701) (14.3%)
Interim Emergency Board 557,824 511,853 0 (511,853) (100.0%)
FEDERAL FUNDS 10,873,837,058 11,127,192,362 11,303,622,697 176,430,335 1.6%
$25,391,057,279 $26,543,926,230 $26,241,681,906 ($302,244,324) (1.1%)
T.O. 81,432 71,965 65,799 (6,166) (8.6%)
01  Executive
STATE GENERAL FUND (Direct): $136,269,176 $153,996,032 $117,253,517 -$36,742,515 (23.9%)
STATE GENERAL FUND BY:
Interagency Transfers 380,245,786 462,268,369 441,878,940 -20,389,429 (4.4%)
Fees & Self-gen Revenues 88,017,285 121,225,961 118,950,177 -2,275,784 (1.9%)
Statutory Dedications 406,396,722 266,857,377 249,283,140 -17,574,237 (6.6%)
Interim Emergency Board 287,615 511,853 0 -511,853 (100.0%)
FEDERAL FUNDS 2,712,623,189 2,888,071,834 2,882,100,626 -5,971,208 (0.2%)
$3,723,839,773 $3,892,931,426 $3,809,466,400 -$83,465,026 (2.1%)
T.0. 2,311 2,261 2,162 -99 (4.4%)
03  Veterans' Affairs
STATE GENERAL FUND (Direct): $6,870,788 $5,509,517 $4,694,014 -$815,503 (14.8%)
STATE GENERAL FUND BY:
Interagency Transfers 726,431 1,005,295 1,430,000 424,705 42.2%
Fees & Self-gen Revenues 13,910,999 15,215,764 14,594,931 -620,833 (4.1%)
Statutory Dedications 231,062 398,823 300,000 -98,823 (24.8%)
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 27,671,488 32,459,091 32,571,140 112,049 0.3%
$49,410,768 $54,588,490 $53,590,085 -$998,405 (1.8%)
T.O. 825 830 835 5 0.6%
O4a State
STATE GENERAL FUND (Direct): $28,637,905 $49,697,278 $42,967,826 -$6,729,452 (13.5%)
STATE GENERAL FUND BY:
Interagency Transfers 22,130,095 658,336 384,870 -273,466 (41.5%)
Fees & Self-gen Revenues 18,629,386 19,396,769 19,601,209 204,440 1.1%
Statutory Dedications 2,644,577 11,804,587 7,038,078 -4,766,509 (40.4%)
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 0 0 0 0
$72,041,963 $81,556,970 $69,991,983 -$11,564,987 (14.2%)
T.O. 335 317 317 0 0.0%
Legislative Fiscal Office 1 3/5/2012 3:18:21




Statewide Budget
Department Budget Summary

Previous Year Current Year Next Year
Actual EOB 12/1/2011 Executive Budget 2013 .- 2012 Percent
FY 2011 FY 2012 FY 2013 Dollar Change Change
04b Justice
STATE GENERAL FUND (Direct): $7,441,028 $12,269,707 $10,534,454 -$1,735,253 (14.1%)
STATE GENERAL FUND BY:
Interagency Transfers 32,281,453 38,910,702 19,231,426 -19,679,276 (50.6%)
Fees & Self-gen Revenues 1,895,526 3,622,373 3,178,616 -443,757 (12.3%)
Statutory Dedications 9,918,649 13,286,669 11,595,135 -1,691,534 (12.7%)
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 4,752,210 5,875,954 6,083,319 207,365 3.5%
$56,288,866 $73,965,405 $50,622,950 '$23342,455  (31.6%)
T.O. 503 480 475 -5 (1.0%)
04c Lieutenant Governor
STATE GENERAL FUND (Direct): $319,748 $1,545,715 $1,380,419 -$165,296 (10.7%)
STATE GENERAL FUND BY:
Interagency Transfers 1,025,179 465,356 465,356 0 0.0%
Fees & Self-gen Revenues 4,000 150,000 25,000 -125,000 (83.3%)
Statutory Dedications 0 16,097 0 -16,097 (100.0%)
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 5,515,543 6,626,002 5,458,283 -1,167,719 (17.6%)
$6,864,470 $8,803,170 $7,329,058 $1,474112  (16.7%)
T.O. 11 8 8 0 0.0%
04d Treasury
STATE GENERAL FUND (Direct): $0 $0 $0 $0
STATE GENERAL FUND BY:
Interagency Transfers 1,952,235 1,438,854 1,628,452 189,598 13.2%
Fees & Self-gen Revenues 7,383,132 9,008,001 8,251,321 -756,680 (8.4%)
Statutory Dedications 420,094 2,271,417 2,271,417 0 0.0%
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 0 0 0 0
$9,755,461 $12,718,272 $12,151,190 $567,082  (4.5%)
T.O. 61 59 58 -1 (1.7%)
O4e Public Service Commission
STATE GENERAL FUND (Direct): $0 $0 $0 $0
STATE GENERAL FUND BY:
Interagency Transfers 0 0 0 0
Fees & Self-gen Revenues 0 0 0 0
Statutory Dedications 8,900,939 9,724,407 8,725,794 -998,613 (10.3%)
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 141,694 716,837 0 -716,837 (100.0%)
$9,042,633 $10,441,244 $8,725,794 $1,715450  (16.4%)
T.O. 97 97 97 0 0.0%
04f Agriculture & Forestry
STATE GENERAL FUND (Direct): $15,061,332 $27,649,022 $23,546,772 -$4,102,250 (14.8%)
STATE GENERAL FUND BY:
Interagency Transfers 13,838,681 1,194,136 1,200,445 6,309 0.5%
Fees & Self-gen Revenues 6,553,680 6,793,752 6,703,202 -90,550 (1.3%)
Statutory Dedications 29,260,348 33,257,621 32,110,004 -1,147,617 (3.5%)
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 6,446,720 9,154,921 7,756,659 -1,398,262 (15.3%)
$71,160,761 $78,049,452 $71,317,082 -$6,732,370 (8.6%)
T.O. 685 644 625 19 (B0%)
Legislative Fiscal Office 2 3/5/2012 3:18:21




Statewide Budget

Department Budget Summary

Previous Year

Actual
FY 2011
04g Insurance
STATE GENERAL FUND (Direct): $0
STATE GENERAL FUND BY:
Interagency Transfers 0
Fees & Self-gen Revenues 26,525,106
Statutory Dedications 1,286,854
Interim Emergency Board 0
FEDERAL FUNDS 1,193,012
$29,004,972
T.O. 267
05 Economic Development
STATE GENERAL FUND (Direct): $19,998,776
STATE GENERAL FUND BY:
Interagency Transfers 1,638,662
Fees & Self-gen Revenues 2,014,516
Statutory Dedications 40,519,158
Interim Emergency Board 0
FEDERAL FUNDS 277,314
$64,448,426
T.O. 128
06  Culture, Recreation & Tourism
STATE GENERAL FUND (Direct): $24,812,868
STATE GENERAL FUND BY:
Interagency Transfers 23,055,444
Fees & Self-gen Revenues 32,894,559
Statutory Dedications 3,665,206
Interim Emergency Board 0
FEDERAL FUNDS 8,862,442
$93,290,519
T.O. 694
07  Transportation & Development
STATE GENERAL FUND (Direct): $0
STATE GENERAL FUND BY:
Interagency Transfers 3,047,312
Fees & Self-gen Revenues 40,172,023
Statutory Dedications 460,250,978
Interim Emergency Board 0
FEDERAL FUNDS 17,408,883

$520,879,196

T.O. 4,524

08 Corrections

STATE GENERAL FUND (Direct):
STATE GENERAL FUND BY:

$449,603,758

Interagency Transfers 9,200,715
Fees & Self-gen Revenues 33,856,462
Statutory Dedications 54,000
Interim Emergency Board 0
FEDERAL FUNDS 1,059,540

$493,774,475

T.0. 5,761

Legislative Fiscal Office

Current Year Next Year
EOB 12/1/2011 Executive Budget 2013 .- 2012 Percent
FY 2012 FY 2013 Dollar Change Change

$0 $0 $0
435,681 0 -435,681 (100.0%)
29,669,563 27,209,638 -2,459,925 (8.3%)
1,345,748 1,325,000 -20,748 (1.5%)

0 0 0
2,221,509 879,812 -1,341,697 (60.4%)
$33,672,501 $29,414,450 -$4,258,051 (12.6%)
265 263 -2 (0.8%)
$11,287,472 $12,411,430 $1,123,958 10.0%
2,078,549 398,231 -1,680,318 (80.8%)
3,190,689 3,063,650 -127,039 (4.0%)
66,771,062 23,349,404 -43,421,658 (65.0%)

0 0 0
7,184,291 4,389,450 -2,794,841 (38.9%)
$90,512,063 $43,612,165 -$46,899,898 (51.8%)
124 122 -2 (1.6%)
$38,482,442 $34,845,931 -$3,636,511 (9.4%)
4,056,246 4,065,477 9,231 0.2%
27,170,272 31,375,606 4,205,334 15.5%
9,700,330 8,899,774 -800,556 (8.3%)

0 0 0
9,504,511 7,945,292 -1,559,219 (16.4%)
$88,913,801 $87,132,080 -$1,781,721 (2.0%)
630 633 3 0.5%
$138,660 $0 -$138,660 (100.0%)
7,552,968 9,871,386 2,318,418 30.7%
44,828,253 40,267,015 -4,561,238 (10.2%)
489,581,130 450,273,570 -39,307,560 (8.0%)

0 0 0
24,691,110 26,761,411 2,070,301 8.4%
$566,792,121 $527,173,382 -$39,618,739 (7.0%)
4,494 4,322 -172 (3.8%)
$439,254,046 $401,900,781 -$37,353,265 (8.5%)
7,858,607 4,781,898 -3,076,709 (39.2%)
39,860,282 37,249,781 -2,610,501 (6.5%)
10,385,979 54,000 -10,331,979 (99.5%)

0 0 0
1,480,697 1,480,697 0 0.0%
$498,839,611 $445,467,157 -$53,372,454 (10.7%)
5,284 4,701 -583 (11.0%)
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Statewide Budget
Department Budget Summary

Previous Year Current Year Next Year
Actual EOB 12/1/2011 Executive Budget 2013 .- 2012 Percent
FY 2011 FY 2012 FY 2013 Dollar Change Change
08  Public Safety
STATE GENERAL FUND (Direct): $14,137,757 $2,351,002 $0 -$2,351,002 (100.0%)
STATE GENERAL FUND BY:
Interagency Transfers 33,969,062 45,917,659 40,650,466 -5,267,193 (11.5%)
Fees & Self-gen Revenues 133,164,005 144,933,879 138,328,855 -6,605,024 (4.6%)
Statutory Dedications 184,807,139 201,394,297 152,340,071 -49,054,226 (24.4%)
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 27,070,111 40,976,247 36,575,485 -4,400,762 (10.7%)
$393,148,074 $435,573,084 $367,894,877 $67,678,207  (15.5%)
T.O. 2,862 2,675 2,662 -13 (0.5%)
08  Youth Services
STATE GENERAL FUND (Direct): $119,147,524 $115,724,976 $97,956,544 -$17,768,432 (15.4%)
STATE GENERAL FUND BY:
Interagency Transfers 13,600,635 22,070,644 18,833,660 -3,236,984 (14.7%)
Fees & Self-gen Revenues 1,816,388 2,185,507 959,528 -1,225,979 (56.1%)
Statutory Dedications 375,000 2,367,953 272,000 -2,095,953 (88.5%)
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 789,488 891,796 891,796 0 0.0%
$135,729,035 $143,240,876 $118,913,528 $24,327,348  (17.0%)
T.O. 1,111 1,056 1,026 -30 (2.8%)
09 Health & Hospitals
STATE GENERAL FUND (Direct): $1,077,423,620 $1,725,174,414 $1,981,294,959 $256,120,545 14.8%
STATE GENERAL FUND BY:
Interagency Transfers 444,419,274 504,551,710 440,433,488 -64,118,222 (12.7%)
Fees & Self-gen Revenues 103,207,543 182,232,951 183,004,211 771,260 0.4%
Statutory Dedications 971,514,811 656,413,452 488,961,919 -167,451,533 (25.5%)
Interim Emergency Board 233,750 0 0 0
FEDERAL FUNDS 5,660,779,334 5,209,446,114 5,862,814,441 653,368,327 12.5%
$8,257,578,332 $8,277,818,641 $8,956,509,018 $678,690,377  8.2%
T.O. 9,247 8,458 6,928 -1,530 (18.1%)
10  Children & Family Services
STATE GENERAL FUND (Direct): $166,949,322 $157,567,579 $154,771,848 -$2,795,731 (1.8%)
STATE GENERAL FUND BY:
Interagency Transfers 5,590,949 2,679,332 5,150,189 2,470,857 92.2%
Fees & Self-gen Revenues 16,140,753 16,945,798 16,945,798 0 0.0%
Statutory Dedications 1,546,110 6,980,343 2,123,398 -4,856,945 (69.6%)
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 616,673,967 765,225,571 603,915,784 -161,309,787 (21.1%)
$806,901,101 $949,398,623 $782,907,017 $166,491,606  (17.5%)
T.O. 4,389 4,082 3,960 -122 (3.0%)
11  Natural Resources
STATE GENERAL FUND (Direct): $0 $4,991,326 $5,196,781 $205,455 4.1%
STATE GENERAL FUND BY:
Interagency Transfers 16,193,234 14,800,814 15,919,259 1,118,445 7.6%
Fees & Self-gen Revenues 69,610 345,875 345,875 0 0.0%
Statutory Dedications 32,434,869 33,740,182 28,660,639 -5,079,543 (15.1%)
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 43,657,862 149,182,010 148,107,099 -1,074,911 (0.7%)
$92,355,575 $203,060,207 $198,229,653 -$4,830,554  (2.4%)
T.O. 380 380 367 -13 (3.4%)
Legislative Fiscal Office 4 3/5/2012 3:18:21




Statewide Budget
Department Budget Summary

Previous Year Current Year Next Year
Actual EOB 12/1/2011 Executive Budget 2013 .- 2012 Percent
FY 2011 FY 2012 FY 2013 Dollar Change Change
12 Revenue
STATE GENERAL FUND (Direct): $0 $0 $0 $0
STATE GENERAL FUND BY:
Interagency Transfers 357,089 361,899 347,300 -14,599 (4.0%)
Fees & Self-gen Revenues 84,732,515 95,356,197 89,168,713 -6,187,484 (6.5%)
Statutory Dedications 618,319 728,000 705,041 -22,959 (3.2%)
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 360,000 977,007 883,007 -94,000 (9.6%)
$86,067,923 $97,423,103 $91,104,061 -$6,319,042  (6.5%)
T.O. 820 802 792 -10 (1.2%)
13  Environmental Quality
STATE GENERAL FUND (Direct): $0 $250,000 $250,000 $0 0.0%
STATE GENERAL FUND BY:
Interagency Transfers 4,162,919 1,073,300 1,073,300 0 0.0%
Fees & Self-gen Revenues 642,512 494,543 105,000 -389,543 (78.8%)
Statutory Dedications 93,369,783 106,811,362 94,547,739 -12,263,623 (11.5%)
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 18,990,642 25,269,665 22,789,400 -2,480,265 (9.8%)
$117,165,856 $133,898,870 $118,765,439 $15133431  (11.3%)
T.O. 847 805 762 -43 (5.3%)
14  Workforce Commission
STATE GENERAL FUND (Direct): $8,283,722 $8,239,768 $8,239,768 $0 0.0%
STATE GENERAL FUND BY:
Interagency Transfers 7,999,372 4,830,990 2,592,047 -2,238,943 (46.3%)
Fees & Self-gen Revenues 0 69,202 69,202 0 0.0%
Statutory Dedications 88,981,649 98,052,802 99,097,517 1,044,715 1.1%
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 180,430,540 172,019,687 163,632,883 -8,386,804 (4.9%)
$285,695,283 $283,212,449 $273,631,417 -$0,581,032  (3.4%)
T.O. 1,219 1,191 1,155 -36 (3.0%)
16 Wildlife & Fisheries
STATE GENERAL FUND (Direct): $0 $0 $0 $0
STATE GENERAL FUND BY:
Interagency Transfers 18,695,415 6,852,718 6,786,221 -66,497 (1.0%)
Fees & Self-gen Revenues 3,731,430 16,636,219 16,449,148 -187,071 (1.1%)
Statutory Dedications 73,958,673 98,250,554 88,517,042 -9,733,512 (9.9%)
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 37,273,184 88,794,474 65,860,954 -22,933,520 (25.8%)
$133,658,702 $210,533,965 $177,613,365 '$32,920,600  (15.6%)
T.O. 775 775 777 2 0.3%
17  Civil Service
STATE GENERAL FUND (Direct): $3,859,692 $4,758,362 $4,390,883 -$367,479 (7.7%)
STATE GENERAL FUND BY:
Interagency Transfers 13,996,866 17,823,657 15,937,286 -1,886,371 (10.6%)
Fees & Self-gen Revenues 686,307 754,936 720,538 -34,398 (4.6%)
Statutory Dedications 1,691,309 2,026,563 1,781,336 -245,227 (12.1%)
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 0 0 0 0
$20,234,174 $25,363,518 $22,830,043 -$2,533.475  (10.0%)
T.O. 212 212 213 1 0.5%
Legislative Fiscal Office 5 3/5/2012 3:18:21




Statewide Budget
Department Budget Summary

Previous Year Current Year Next Year
Actual EOB 12/1/2011 Executive Budget 2013 .- 2012 Percent
FY 2011 FY 2012 FY 2013 Dollar Change Change
19  Higher Education
STATE GENERAL FUND (Direct): $1,145,193,817 $1,059,582,399 $1,035,145,011 -$24,437,388 (2.3%)
STATE GENERAL FUND BY:
Interagency Transfers 730,473,608 434,180,190 412,475,998 -21,704,192 (5.0%)
Fees & Self-gen Revenues 801,002,423 1,132,223,157 1,155,295,163 23,072,006 2.0%
Statutory Dedications 140,559,000 231,976,831 180,625,313 -51,351,518 (22.1%)
Interim Emergency Board 10,000 0 0 0
FEDERAL FUNDS 146,439,932 159,283,006 152,935,890 -6,347,116 (4.0%)
$2,963,678,780 $3,017,245,583 $2,936,477,375 '$80,768,208  (2.7%)
T.O. 34,697 27,703 24,866 -2,837 (10.2%)
19  Special Schools & Comm.
STATE GENERAL FUND (Direct): $42,415,088 $43,165,725 $37,395,853 -$5,769,872 (13.4%)
STATE GENERAL FUND BY:
Interagency Transfers 22,765,966 23,861,221 26,210,174 2,348,953 9.8%
Fees & Self-gen Revenues 1,466,507 2,550,155 2,575,155 25,000 1.0%
Statutory Dedications 31,932,595 23,757,617 25,429,128 1,671,511 7.0%
Interim Emergency Board 26,459 0 0 0
FEDERAL FUNDS 57,816 105,086 105,086 0 0.0%
$98,664,431 $93,439,804 $91,715,396 -$1,724.408  (1.8%)
T.O. 774 750 748 2 (0.3%)
19 Elem. & Secondary Educ.
STATE GENERAL FUND (Direct): $3,160,006,805 $3,264,231,046 $3,292,674,466 $28,443,420 0.9%
STATE GENERAL FUND BY:
Interagency Transfers 475,021,690 624,791,747 565,060,665 -59,731,082 (9.6%)
Fees & Self-gen Revenues 6,327,453 37,520,092 35,378,037 -2,142,055 (5.7%)
Statutory Dedications 273,019,250 278,989,512 256,993,594 -21,995,918 (7.9%)
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 1,273,696,935 1,443,606,070 1,177,557,735 -266,048,335 (18.4%)
$5,188,072,133 $5,649,138,467 $5,327,664,497 $321,473970  (5.7%)
T.O. 682 654 596 -58 (8.9%)
19E LSU Health Care Services Division
STATE GENERAL FUND (Direct): $72,220,020 $64,296,464 $23,193,051 -$41,103,413 (63.9%)
STATE GENERAL FUND BY:
Interagency Transfers 654,541,841 595,045,883 574,169,936 -20,875,947 (3.5%)
Fees & Self-gen Revenues 92,324,742 65,788,131 98,682,558 32,894,427 50.0%
Statutory Dedications 300,000 0 41,068,780 41,068,780
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 78,082,167 79,447,612 87,945,188 8,497,576 10.7%
$897,468,770 $804,578,090 $825,059,513 $20,481,423 m
T.O. 7,215 6,929 6,329 -600 (8.7%)
20  Other Requirements
STATE GENERAL FUND (Direct): $495,444,600 $466,899,495 $488,876,530 $21,977,035 4.7%
STATE GENERAL FUND BY:
Interagency Transfers 47,543,912 52,054,014 44,621,049 -7,432,965 (14.3%)
Fees & Self-gen Revenues 3,565,643 4,688,034 6,696,290 2,008,256 42.8%
Statutory Dedications 164,699,627 200,593,621 191,997,802 -8,595,819 (4.3%)
Interim Emergency Board 0 0 0 0
FEDERAL FUNDS 3,583,045 3,981,260 4,181,260 200,000 5.0%
$714,836,827 $728,216,424 $736,372,931 $8,156,507 1.1%
T.O. 0 0 0 0
Legislative Fiscal Office 6 3/5/2012 3:18:21




Other Appropriation Bills

STATE GENERAL FUND (Direct):

STATE GENERAL FUND BY:
Interagency Transfers
Fees & Self-gen Revenues
Statutory Dedications
Interim Emergency Board

FEDERAL FUNDS

T.O.

21  Ancillary

STATE GENERAL FUND (Direct):

STATE GENERAL FUND BY:
Interagency Transfers
Fees & Self-gen Revenues
Statutory Dedications
Interim Emergency Board

FEDERAL FUNDS

T.O.

23  Judiciary

STATE GENERAL FUND (Direct):

STATE GENERAL FUND BY:
Interagency Transfers
Fees & Self-gen Revenues
Statutory Dedications
Interim Emergency Board

FEDERAL FUNDS

T.0.

24  Legislature

STATE GENERAL FUND (Direct):

STATE GENERAL FUND BY:
Interagency Transfers
Fees & Self-gen Revenues
Statutory Dedications
Interim Emergency Board

FEDERAL FUNDS

T.O.

26  Capital Outlay Cash

STATE GENERAL FUND (Direct):

STATE GENERAL FUND BY:
Interagency Transfers
Fees & Self-gen Revenues
Statutory Dedications
Interim Emergency Board

FEDERAL FUNDS

T.O.

Legislative Fiscal Office

Statewide Budget

Department Budget Summary

Previous Year Current Year Next Year
Actual EOB 12/1/2011 Executive Budget 2013 .- 2012 Percent
FY 2011 FY 2012 FY 2013 Dollar Change Change
$202,730,465 $206,239,977 $206,239,977 $0 0.0%
328,839,918 324,738,745 323,263,514 (1,475,231) (0.5%)
1,299,505,212 1,418,430,781 1,403,064,708 (15,366,073) (1.1%)
958,312,848 1,083,867,384 1,094,464,091 10,596,707 1.0%
1,340,000 0 0 0
44,457,229 47,762,123 45,762,123 (2,000,000) (4.2%)
$2,835,185,672 $3,081,039,010 $3,072,794,413 ($8,244,597) (0.3%)
815 721 516 (205) (28.4%)
$906,788 $0 $0 $0
274,617,463 292,957,150 291,947,808 -1,009,342 (0.3%)
1,245,648,992 1,292,554,865 1,279,188,792 -13,366,073 (1.0%)
111,605,508 88,000,000 81,000,000 -7,000,000 (8.0%)
0 0 0 0
9,275,878 31,500,000 31,500,000 0 0.0%
$1,642,054,629 $1,705,012,015 $1,683,636,600 -$21,375,415 (1.3%)
815 721 516 -205 (28.4%)
$134,362,434 $138,862,434 $138,862,434 $0 0.0%
0 10,670,000 10,204,111 -465,889 (4.4%)
0 0 0 0
7,369,538 9,497,651 9,497,651 0 0.0%
0 0 0 0
0 0 0 0
$141,731,972 $159,030,085 $158,564,196 -$465,889 (0.3%)
0 0 0 0
$67,324,614 $67,377,543 $67,377,543 $0 0.0%
0 0 0 0
20,173,220 21,869,566 21,869,566 0 0.0%
6,795,227 16,864,028 13,200,000 -3,664,028 (21.7%)
0 0 0 0
0 0 0 0
$94,293,061 $106,111,137 $102,447,109 -$3,664,028 (3.5%)
0 0 0 0
$136,629 $0 $0 $0
54,222,455 21,111,595 21,111,595 0 0.0%
33,683,000 104,006,350 102,006,350 -2,000,000 (1.9%)
832,542,575 969,505,705 990,766,440 21,260,735 2.2%
1,340,000 0 0 0
35,181,351 16,262,123 14,262,123 -2,000,000 (12.3%)
$957,106,010 $1,110,885,773 $1,128,146,508 $17,260,735 1.6%
0 0 0 0
7 3/5/2012 3:18:21




Statewide Budget

Department Budget Summary

Non-Appropriated Requirements

STATE GENERAL FUND (Direct):
STATE GENERAL FUND BY:

Interagency Transfers
Fees & Self-gen Revenues
Statutory Dedications
Interim Emergency Board

FEDERAL FUNDS

T.O.

22  Non-Appropriated Requirements
STATE GENERAL FUND (Direct):
STATE GENERAL FUND BY:
Interagency Transfers
Fees & Self-gen Revenues
Statutory Dedications
Interim Emergency Board

FEDERAL FUNDS

T.O.

Previous Year Current Year Next Year
Actual EOB 12/1/2011 Executive Budget 2013 .- 2012 Percent
FY 2011 FY 2012 FY 2013 Dollar Change Change
$388,256,182 $414,625,631 $421,539,185 $6,913,554 1.7%
0 0 0 0
0 0 0 0
90,671,299 103,400,000 108,200,000 4,800,000 4.6%
0 0 0 0
0 0 0 0
$478,927,481 $518,025,631 $529,739,185 $11,713,554 2.3%
0 0 0 0
$388,256,182 $414,625,631 $421,539,185 $6,913,554 1.7%
0 0 0 0
0 0 0 0
90,671,299 103,400,000 108,200,000 4,800,000 4.6%
0 0 0 0
0 0 0 0
$478,927,481 $518,025,631 $529,739,185 $11,713,554 2.3%
0 0 0 0
8 3/5/2012 3:18:21

Legislative Fiscal Office
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FY 2013 MAJOR BUDGET ISSUES

DEPT / AGY: Preamble
ISSUE: State General Fund Revenue Forecast Summary, As of December 2011 Revenue Estimating Conference

FY12 FY13 FY14 FY15 FY16

SGF Revenue $8,067 $8,407 $8,784 $9,155 $9,679
Forecast Change -$198  -$214 -$243 -$224 na

Yr/Yr$ Chg. $297  $340 $377 $371 $524
Yr/Yr % Chg. 3.8% 42% 4.5% 42% 5.7%
Oil Price Fcst $92.77 $97.42 $95.70 $95.25 $95.36
Gas Price Fcst $3.75 $4.03 $4.40 $4.57 $4.80

The national recession hit FY 10 in a big way but recovery began in FY 11 with a relatively strong bounce-back. The
12/14/ 2011 forecast for FY 12 — FY 16 reduced the growth baseline by roughly $200 M per year, but year-over-year
revenue growth is still expected. Since it had been essentially 6 months since the FY 12 forecast has been revised,
changes were made to almost every revenue source. However, the big changes to the state general fund (SGF)
forecast are concentrated in only a few items.

The largest negative dollar change occurred in the personal income tax, where a $142.5 M reduction was adopted. In
part, this was simply a correction to forecast made necessary because at the previous REC meeting in May 2011 only
the FY 11 forecast was revised and the FY 12 — FY 15 forecasts were left unchanged. Large downward revisions were
recommended at that time, as well. The December evaluation continued to support reducing that forecast. The
growth forecast from FY 11 actual is still a robust 11%, and bears close monitoring. The growth forecast for FY 13 is
8%; then moderating to the 6% - 7% range in the out-years.

The severance tax forecasts were also reduced materially throughout the forecast horizon; some $128.5 M for FY 12,
even as oil price forecasts are raised $8/bbl - $12/bbl. Increasing amounts of oil & gas production are occurring that
are substantially tax exempt. In addition, gas production appears to be diverting away from taxable vertical
production as horizontal drilling development of the largely tax-exempt Haynesville Shale formation continues.

Royalty receipts were a bright spot, providing a positive offset to the negative revisions in the severance tax.
Although natural gas prices have been weaker than expected, and gas price forecasts were revised down, the
strength in oil prices has more than made up for the weakness in gas prices, with regard to royalty receipts.
Consequently, material upward revisions in expected royalty receipts were made, muting the downward revisions
in overall mineral revenue.

General sales taxes are growing only modestly, following a sharp rebound in FY 11 from the trough of FY 10. The
forecast already expected only modest growth in FY 12 and beyond and this was not changed in December. Where
strong sales are occurring is in vehicles with a second year of rebound, albeit at half the rate of the bounce in FY 11.
The vehicle sales tax forecast was revised upward. However, changes in vehicles and other comparable size revenue
sources were largely offsetting.

Corporate tax forecasts were not changed in December. The strength in oil prices, manufacturing activity in general
and corporate profits in general suggests that at some point there should be an upward revision from very modest
levels in the current forecast. However, the FY 10 amnesty program still distorts the true base behavior of this tax,
and performance year-to-date is still weak compared to forecast. Much of these receipts occur late in the fiscal year,
and missteps here can be difficult to recover from. Until there is more firm evidence of growth in these receipts, this
forecast is not being changed.

As of December 2011 forecast risks were probably more evenly weighted than in prior periods. However, that does
not mean there is no downside risk. The personal income tax growth rate forecast is still robust and can prove overly
optimistic. The influence of high oil prices is a considerable positive, but the horizontal drilling tax exemption and
production distortions are still a negative to mineral revenue. A material downward movement in oil prices, from a
deep European recession or slower growth in emerging markets, can materially damage the forecast. While the
personal income tax has shown some strong months this fiscal year, it has yet to meet it's growth forecast. Likewise,
the sales tax growth forecast is modest but actual receipts have been lagging. With large revenue sources like sales
and income tax, small percentage misses can result in large dollar losses to the forecast. In addition, while corporate
tax conditions seem able to support a rebound, this has yet to materialize.

DEPT / AGY: Preamble Statewide
ISSUE: Budgetary Impact of Retirement Proposals

Included within HB 1 are state employee retirement rate adjustments that reduce the amount of funding to state
agencies contingent upon the approval of the administration’s state pension retirement bill package. This is
illustrated in HB 1 through the state employee retirement rate adjustment, which reduces SGF ($57.6 M) and Total
MOF ($142.2 M). HB 1 reduces the amount needed in FY 13 relative to retirement expenditures except within Higher
Education. Any savings materialized from these pension changes in the administration’s retirement proposal will be
allowed to stay within Higher Education to be utilized for other purposes.
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Over the past 2 fiscal years, the state employee retirement rate adjustment presented within the FY 11 & FY 12
Executive Budgets has averaged: $29.5 M in SGF and $61.7 M in Total MOF. Typically the increased retirement costs
are associated with the actuarially sound increase in the normal costs and UAL. To the extent these retirement bills
are not approved, there is currently no funding in HB 1 for state agencies (other than higher education) to pay the
necessary retirement costs in FY 13 (normal cost & UAL). Thus, state agencies would be required to absorb these
costs in FY 13 or additional funds may have to be appropriated. Based upon the past 2 fiscal years’ average, the
additional SGF needed could be approximately $87 M and approximately $203.9 M total MOF. In addition, although
correctional officers and wildlife & fisheries agents are exempt from the proposed legislation, these two departments
were reduced a total of $28.9 M (correctional officers - $23.4 M in SGF and wildlife & fisheries agents - $5.5 M in
Statutory Dedications from the Conservation Fund), which was identified by the DOA as state employee retirement
rate adjustments. This reduction is approximately 20% of the total state employee retirement rate reduction ($142.2
M - total MOF).

Note: Based upon information provided to the LFO by the DOA, total retirement savings (excluding Higher
Education) as a result of the administration’s entire retirement package of bills is approximately $120.9 M in SGF
and $318.1 M in Total MOF. Also, based upon the same information provided to the LFO by the DOA the total
retirement savings retained within Higher Education is approximately $26.8 M in SGF and $133.7 M in Total MOF.

In addition to the state retirement rate adjustment, another budgetary impact for state agencies includes the
anticipated termination pay to individuals who decide to retire before the October 2012 deadline mentioned in the
bill. Pursuant to Civil Service Rule 11.10(b), separated state employees are eligible for payment of 300 hours of
accumulated annual leave which is calculated based upon the retirees hourly rate. Based upon the State Civil
Commission’s 2010-2011 Annual Report, classified state employee’s average salary is $42,208 ($20.29 per hour). For
every 1,000 employees who decide to retire before the October 2012 deadline this equates to an average of $6.1 M
in termination pay to be paid out in FY 13. This funding is not currently included within HB 1.

Another budgetary impact is the anticipated increased state group insurance for retirees within the state. Pursuant
to R.S. 42:851(E)(1.), which is the Office of Group Benefit’s vesting schedule, state employees with 20+ years of
participation within the OGB provides for the state to continue to pay 75% of their state insurance costs while in
retirement. Based upon the inclusion of an additional $614,066 SGF in the Executive Budget allocated to the DOA
for an anticipated 50 retirees in FY 13, for every 1,000 state employees who decide to retire before the October
2012 deadline and are replaced as they are in the DOA FY 13 budget, the state will incur additional annual group
benefits retiree costs of approximately $12.3 M [($614,066/50 = $12,281 x 1,000 = $12.3 M)]. This funding is not
currently included within HB 1.

Retirement Proposals

HB 53 (SB 51), HB 61 (SB 53), HB 56 (SB 52) and HB 55 (SB 47) of the 2012 Regular Legislative Session are the
legislative instruments filed to modify the state’s retirement system for a select group of individuals (rank & file
within LASERS and higher education personnel within TRSL).

Note: There are 11 various retirement groups within LASERS. Those groups are: Rank & File, Judges & Court
Officers, Legislators, Corrections — Primary, Corrections — Secondary, Wildlife Officers, Peace Officers, Alcohol
Tobacco Control, Bridge Police, Judges (Act 992), Hazardous Duty (Act 992).

HB 53 /5B 51 increases the retirement age for rank and file employees within LASERS from: 1.) 30 years of service at
any age; 2.) 10 years (or 5 years depending upon start date) of service at age 60; and 3.) 25 years of service at age 55,
to mirror Social Security” of 67 or higher (depending upon the age to draw full benefit of Social Security) regardless
of years of service. Pursuant to the proposed legislation, the employer contribution rate within the system will be
revised and be utilized in FY 13.

HB 61/HB 53 creates the Cash Balance retirement plan for all new hires and provides for a choice of current defined
benefit plan members to switch to the new plan. Pursuant to the proposed legislation, the employer contribution
rate within the system will be revised and be utilized in FY 13. The new employer contribution rate revision will
include the new defined benefit plan.

HB 55/SB 47 increases the final average compensation (FAC) period from 36 months (3 years) to 60 months (5 years)
for all current participants in the defined benefit plan. Pursuant to the proposed legislation, the employer
contribution rate within the system will be revised and be utilized in FY 13 based upon this change.

HB 56/5SB 52 increases the employee contribution by 3 percentage points for rank & file LASERS employees and
higher education personnel within the TRSL. Pursuant to the proposed legislation, the employer contribution within
the system will be revised and be utilized in FY 13.

DEPT /| AGY: Preamble Statewide
ISSUE: Annualization of FY 12 Mid-Year Deficit Reduction Plan & Executive Order FY 12 Hiring Freeze in
the FY 13 budget

After the 12/14/2011 Revenue Estimating Conference (REC) reduced the current year (FY 12) revenue forecast by
$197.8 M, the Commissioner of Administration notified the Joint Legislative Committee on the Budget (JLCB) of a
budget deficit. The Division of Administration (DOA) and JLCB approved the FY 12 Mid-Year Reduction Plan in
December 2011, which attempted to solve a $251.3 M SGF problem (see tables below). A portion of FY 12 mid-year
reductions has been annualized into the current version of HB 1 for FY 13.

FY 12 SGF Mid-Year Problem

$197.8 M  SGF revenue forecast reduction
$42.6 M  MFP October 2011 child count
$109M  FY 11 ending year SGF deficit

$251.3 M Total FY 12 SGF deficit problem

Legislative Fiscal Office 2 3/15/12
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$119.3 M was alternatively financed with 3 basic funding sources listed below:

$66.2 M of tobacco settlement receipts made available by the adoption in October 2011 of the constitutional
amendment contained in Act 386 of the 2011 Regular Legislative Session (settlement receipts were budgeted
in TOPS and the SGF funding was freed up). An off-budget resource was brought on-budget.

$50.4 M of cost reports in DHH operations were utilized (more federal funds due to LA were budgeted and
SGF was freed up). Another off-budget resource was brought on-budget.

$2.4 M of additional Transportation Trust Funds (TTF) funds were allocated to State Police, which reduced
the amount of SGF need in FY 12. The Constitution permits expenditures from TTF to fund traffic operations
of State Police.

$38.2 M of the SGF problem was funded by cutting various statutory dedication appropriations and transferring
these funds to the SGF. This prevents reductions to SGF programs at the expense of programs funded by statutorily
dedicated funds. The significant statutorily dedicated cuts include: $24.4 M - TTF projects/activities, $3.2 M -
Environmental Trust Fund activities, $1.8 M - Rapid Response Fund activities; and numerous other dedicated funds.
A total of 56 statutorily dedicated funds were impacted. Essentially, these budget cuts will “force” a fund balance at
the end of a the fiscal year.

$93.8 M of the SGF problem was resolved by reductions in SGF programs and activities. The significant reductions
include:
$50.0 M - Higher Education to be allocated by the Board of Regents
$13.4 M - DHH (net impact of a $63.9 M SGF cut offset by $50.5 M of alternative financing)
$8.0 M - DCFS, of which half of this reduction is association with IT maintenance contracts
$6.3 M - Corrections from hiring freezes across state institutions
$6.0 M - Youth Services from hiring freezes and operational / contract services reductions
$1.5 M - Secretary of State election program
$1.3 M - Education from hiring freezes, Professional Improvement Program (PIP) reductions, School Choice
Pilot cuts
$1.2 M - Agriculture & Forestry from hiring and travel freezes
$1.1 M - CRT from hiring freezes, operational cuts and cuts to local library aid

Of the total $251.3 M in SGF problem resolved in the FY 12 Mid-Year Deficit Reduction Plan, the current version of
HB 1 for FY 13 only annualized $74.7 M in SGF ($87.4 M in Total MOF) identified as Annualization of FY 12 Mid-Year
Deficit Reduction Plan and annualized $2.2 M in SGF ($3.8 M in Total MOF) identified as Annualization of FY 12
Executive Order Hiring Freeze for a total annualized FY 13 SGF reduction of $76.9 M ($91.2 in Total MOF). Of the total
annualized in FY 13, $50 M was annualized in Higher Education which equates to 65% of the total annualized. Thus,
approximately $174.4 M of the FY 12 SGF problem that was addressed in FY 12 was not annualized in the FY 13
budget. In addition, of the $38.2 M of the SGF problem financed by cutting various statutorily dedicated funds, only
$5.6 M of those fund reductions was annualized in the FY 13 budget.

Note: Any other savings/budgetary reductions from the FY 12 Executive Order Hiring Freeze will likely be
contained in the FY 12 Supplemental Appropriations Bill, which has not yet been filed.

Below is a chart comparing the FY 13 Executive Budget to the Existing Operating Budget (as of 12/1/2011) and
Existing Operating Budget (as of January 2012). The EOB as of January 2012 includes the FY 12 Mid-Year Deficit
Reduction Plan, which illustrates that the current version of HB 1 increased SGF by 3.69% as opposed to a 1.56%
increase when comparing to EOB as of 12/1/2011.

Means of Financing EOB FY 13 % Increase/
12/1/2011 Executive Budget Decrease

State General Fund $8,277,928,055 $8,406,700,000 1.56%
Interagency Transfer $3,203,557,622 $2,978,861,033 (7.01%)
Fees & Self-generated Revenues $3,441,287,136 $3,458,258,925 0.49%
Statutory Dedications $4,044,751,720 $3,651,010,726 (9.73%)
Interim Emergency Board $511,853 $0 (100%)
Federal Funds $11,174,954,485 $11,349,384,820 1.56%
TOTAL $30,142,990,871 $29,844,215,504 0.99%
Means of Financing EOB FY 13 % Increase/

Current (Jan. 2012) Executive Budget Decrease
State General Fund $8,107,535,419 $8,406,700,000 3.69%
Interagency Transfer $3,205,245,140 $2,978,861,033 (7.06%)
Fees & Self-generated Revenues $3,444,154,404 $3,458,258,925 0.41%
Statutory Dedications $4,075,219,654 $3,651,010,726 (10.41%)
Interim Emergency Board $511,853 $0 (100%)
Federal Funds $11,216,365,419 $11,349,384,820 1.19%
TOTAL $30,049,031,889 $29,844,215,504 0.68%
DEPT /| AGY: Executive Division of Administration

ISSUE: Human Resources Consolidation (DOA/OGB/LCLE)

HB 1 includes a proposal to consolidate the human resources functions within the Office of Group Benefits (OGB)
and the LA Commission on Law Enforcement (LCLE) within the Division of Administration (DOA). Included
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within the current version of HB 1 are various budgetary adjustments that transfer 1 position from the LCLE and 4
positions from the OGB to the Division of Administration (DOA) to provide human resources functions for these 2
governmental agencies.

According to the DOA, the LCLE will pay the DOA $56,856 and the OGB will pay the DOA $317,240 for a total of
$374,096 paid to the DOA for these human resources services. The DOA’s IAT budget authority is being increased
by $374,096 for FY 13 in order to accept payment from these agencies.

DEPT / AGY: Executive Division of Administration
ISSUE: Office of Group Benefits (OGB) - Morgan Keegan Contract

On 11/2/2011, the Division of Administration (DOA) signed a contract with Morgan Keegan that provides for the
following goals and objectives:

. Provide financial advice including strategic planning, business planning, fiscal policy formulation, economic
analysis, benchmarking and provide recommendations as needed/requested with regard to strategic and financial
alternatives for current OGB programs.

. Assist in exploring other methods by which OGB can perform its statutory responsibilities through a
transaction or contract involving the book of business or services provided by OGB and in the formulation of
alternative methods of benefit delivery while retaining the same or improved level of services and benefits.

. Determine the value of the business, the value of the book of business and the market value of the tangible
and/or intangible assets of OGB.
. Devise and utilize a Solicitation For Offers (SFO) process to identify potential contractors that match the

alternative methods selected by OGB. Develop and initiate the marketing material and conduct a targeted marketing
process. After selection of the winning proposer, Morgan Keegan shall assist OGB in the negotiation process to
confect a contract for implementation of the selected alternative method, the start date of which shall be at the
beginning of the plan year beginning on 1/1/2013.

. Provide recommendations to OGB for contracting in light of the assessment and negotiations.
. Assist in drafting and final execution of any contract resulting from the assessment and negotiations.
. Provide testimony before any committee of the LA legislature or other group that may conduct hearings

regarding any contract resulting from the assessment and negotiations.

The contract terms are from 11/2/2011 to 12/31/2012 and the State has agreed to pay Morgan Keegan a maximum
fee of $900,000. The contract provides for Morgan Keegan to receive compensation as follows:

. Morgan Keegan shall receive $150,000 upon completion of the Strategic Options Assessment.

. Morgan Keegan shall receive $50,000 upon completion and submission to the DOA of the Solicitation For
Offers (SFO) document.

. Morgan Keegan shall receive a payment of 3% of the cumulative transaction value of any contract entered

into as a result of the Solicitation For Offers (SFO) process, provided however that the minimum fee shall be
$300,000 and the maximum fee of $700,000.
. Morgan Keegan shall not be paid more than the maximum amount of this contract, which is $900,000.

As of the FY 13 Executive Budget Recommendation, OGB will not be sold. However, the agency intends to hire a
third party administrator for OGB’s PPO plan. Because the policy decision has been made to utilize a third party
administrator and not sell the PPO/HMO plans, the DOA does not need the full services of Morgan Keegan. Thus,
DOA legal is currently in the process calculating what services it will be required to pay Morgan Keegan based
upon the current contractual obligation. At a minimum, the DOA will likely be responsible for paying the $150,000
for the Strategic Options Assessment, which to this point the DOA has yet to receive.

DEPT /| AGY: Executive Division of Administration
ISSUE: Office of Group Benefits (OGB) - Third Party Administrator

Included within the Office of Group Benefits’ FY 13 budget is a reduction of $13.25 M and 161 positions due to the
policy recommendation associated with a third party administrator (TPA) for the Office of Group Benefits’ Preferred
Provider Organization (PPO) plan. The projected savings by the administration of $13.25 M is for only 6 months
(January 2013 - June 2013) as the administration anticipates having the TPA in place by January 2013, which equates
to annualized savings of approximately $26.5 M and 161 positions. These positions will likely be converted to non-T.
O. FTE positions from July 2012 to December 2012 as the agency transitions to the new TPA.

In addition to offering 2 TPA plans (HMO - Blue Cross Blue Shield, CD-HSA - United Healthcare), OGB currently
administers its own health plan called the PPO. Currently, a large percentage of OGB employees provide eligibility
determination, premium collections, network administration (contracts with providers), medical claims payments

and customer service for the PPO plan, while only providing eligibility determination and premium collections for
the current TPA plans (HMO, CD-HSA).

For illustrative purposes, if the new TPA for the PPO is similar to the current per member per month (PMPM) rate
charged by Blue Cross Blue Shield for the HMO, which is $25, the total administrative costs paid to the new TPA
would be approximately $11.5 M annually (38,417 PPO members x $25 PMPM = $960,462 x 12 months = $11.5 M).
Thus, the true annualized savings from utilizing a TPA for the PPO is $26.5 M less $11.5 M, which equates to
approximately $15 M of actual savings ($26.5 M - $11.5 M = $15 M).
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However, because the average age of the current PPO members is 66 years old, it is possible the contractual per
member per month rate may be higher with the TPA than the current per member per month rate of the HMO Plan,
which has an average age of 48 years old. Every $1 increase in per member per month rate, decreases the projected
$15 M savings by approximately $460,000. Thus, based upon the current PPO membership population, the break
even per member per month rate is approximately $57. To the extent the negotiated TPA rate is greater than $57 per
member per month, utilizing a TPA will not be cost effective to the state. Note: According to the DOA, the potential
costs that will be incurred by the OGB related to the new TPA for the PPO plan are not accounted for in the FY 13
budget.

Note: According to the DOA, they are currently considering including the following OGB programs in the bid for
the new TPA. Those programs include: HMO, PPO, disease management, mental health/substance abuse,
pharmacy benefit management and utilization management. At this point, no final decision has been made.

Potential cost associated with reducing the 161 positions

A potential budgetary impact for OGB includes the anticipated termination pay to the laid-off individuals who
decide to completely separate from state employment. Pursuant to Civil Service Rule 11.10(b), separated state
employees are eligible for payment of 300 hours of accumulated annual leave which is calculated based upon the
employees’ hourly rate. Based upon data from ISIS-HR as of February 2012, the average salary within the OGB for
filled salaried positions is $53,184 ($25.57/hour). To the extent 25% of the 161 positions completely separate from
state service and are not hired by another state agency, OGB will be required to pay approximately $300,000 in
termination pay ($25.57 x 300 hours x 41 = $314,511).

DEPT /| AGY: Executive Division of Administration
ISSUE: Enterprise Resource Project (ERP) - LaGov

According to the DOA, the total implementation costs for the state’s new financial system are approximately $95 M.
Due to FY 11, FY 12 and FY 13 budget constraints, the DOA chose to pilot the implementation of the system for the
Department of Transportation & Development (DOTD) in FY 11 and the Department of Environmental Quality
(DEQ) in FY 13. Thus, there will be no statewide rollout in FY 12 or FY 13 due to lack of funding. However, included
within the current version of HB 1 is $881,000 of funding to bring DEQ online within the state’s new financial system
(LaGov) with a go-live date of 7/1/2014.

The $881,000 is funded by $381,000 SGF and $500,000 IAT from DEQ’s Environmental Trust Fund. According to the
Division of Administration (DOA), approximately $125,000 of the $500,000 from DEQ will be utilized for salaries
and related benefits for DEQ staff that will be housed at the DOA during the year of implementation (FY 13),
approximately $125,000 of the $500,000 will be utilized for training DEQ agency personnel on using the system and
approximately $250,000 of the $500,000 will be utilized for modifications to the current federal grant tracking
module within the system to better service the federal grant needs of DEQ. The SGF will be utilized to pay any
hardware and software maintenance costs ($136,000), software licenses ($225,000) and any needed hardware
acquisitions ($20,000). At this time, DEQ is the only other state agency coming on-line with the system in FY 14.

The hardware and software infrastructure are in place for a statewide rollout. The basic consulting services costs for
converting the entire state include data conversion and training for a projected total cost of approximately $32.9 M.
If additional funding is appropriated in FY 13, the statewide rollout costs would be as follows: $7.1 M - FY 13; $19.2
M - FY 14; and $6.7 M - FY 15. Approximately $25.3 M of the $32.9 M would be for professional service contracts for
the full implementation statewide. However, the further the statewide rollout is delayed, the less relevant the LaGov
system becomes and the increased risk that the current 16-year old legacy systems will crash beyond repair. To the
extent the DOA is appropriated the needed $7.1 M of funding in FY 13 to begin the statewide rollout, the earliest the
system could go live statewide is 7/1/2015 (FY 16).

The FY 13 budget for LaGov includes approximately $5.5 M of which $4.7 M is for the ongoing maintenance of the
existing system ($1.3 M in TTE-R and $3.4 M in SGF). The Transportation Trust Fund - Regular (TTF-R) costs are for
the ongoing maintenance of Agile Assets (DOTD), which are increasing by $22,541 for FY 13 (hosting and software
maintenance increases).

The LaGov system as it exists today will require annual maintenance costs of approximately $5 M with a major
software upgrade scheduled in FY 15, which is projected to cost approximately $3.4 M (one-time costs).

Original projections of the total cost of the system were approximately $100 M. Due to the decision to pilot DOTD &
DEQ, the projected cost estimate to bring the entire state online has increased to approximately $133 M, or an
increase of $33 M.

DEPT / AGY: Executive LA Stadium & Exposition District
ISSUE: Community Development Block Grant Funds (CDBG) within the LSED

Included within the current version of HB 1 is the continued support of the financial obligations of the district with
CDBG funds from hurricanes Katrina & Rita. There is $11,321,670 of these funds in the FY 13 budget.

The LSED originally received hurricane Katrina and Rita CDBG grant funds in the amount of $40 M that was spread
over 3 fiscal years (FY 10, FY 11, and FY 12). The $40 M grant from Office of Community Development (OCD)
covered non-reimbursable costs incurred in the renovation and restoration of the Superdome following Hurricane
Katrina. These funds were provided through the Local Government Infrastructure Program. The LSED utilized
approximately $10 M of the grant to fund the FY 10 budget deficit and budgeted approximately $20 M in FY 11 and
the remainder in FY 12, or $11,974,692. These grant funds were to be completely expended in FY 12. However,
according to OCD, there will be an action plan amendment submitted to the U.S. Department of Housing & Urban
Development (HUD) for approval to allow OCD to reprogram approximately $11.3 M from 2 hurricane recovery
programs to the Local Government Infrastructure Program.
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The funds to be reallocated include: $2.2 M from the Fisheries Assistance Program and $4.5 M from the Soft Seconds
Housing Program with the remaining $4.6 M coming from resources currently allocated to the Local Government
Infrastructure Program. The original Action Plan for Katrina/Rita allocated $95 M to the Local Government
Infrastructure Program. There is currently $168.9 M allocated to the Local Government Infrastructure Program.
Upon the approval of this action plan amendment that will move $11.3 M into the program, there will be
approximately $180.2 M allocated to the Local Government Infrastructure Program.

To the extent the action plan amendment is not approved by HUD, the district will not have enough funds to meet
its projected FY 13 financial obligations.

DEPT / AGY: State Secretary of State
ISSUE: Election Costs

The FY 13 budget includes $13 M for election expenses for 4 elections scheduled to be held in FY 13. The
presidential election and the congressional primary election are scheduled at same time, in November 2012; and the
congressional general election in December 2012. The municipal primary election date is scheduled in April 2013
and the municipal general election in May 2013. The elections scheduled in November and December 2012 are
statewide elections.

The FY 12 budget includes $18.3 M for election expenses. As of 12/31/2011, approximately $10.9 M was expended
for 4 elections (2 statewide and 2 local). The 2 statewide elections include the gubernatorial primary election (and
others elected at the same time) held in October 2011 ($5.8 M) and gubernatorial general election (and others elected
at the same time) November 2011 ($5.1 M). Two local elections, totaling $25,207, were held in July 2011 and
December 2011. There are 2 scheduled election dates remaining in FY 12 that have not occurred yet. The presidential
preference election and the municipal primary election scheduled 3/24/2012, and the municipal general election
scheduled 4/21/2012. The presidential preference election scheduled 3/24/2012 is the third statewide election
scheduled to occur in FY 12.

DEPT / AGY: Agriculture & Forestry Office of Agriculture & Forestry
ISSUE: Debt Service Payments

After FY 12 debt service payments, there will be approximately $53.6 M in outstanding debt for the Department of
Agriculture & Forestry related to various building projects and equipment purchases. R.S. 27:392(B)(4) dedicates
$12 M of racetrack slot proceeds into the LA Agricultural Finance Authority Fund (LAFAF). Per R.S. 3:277, these
funds are to be expended for securing revenue bonds for the needs of the Boll Weevil Eradication Program (debt
service payments) or other agricultural associated expenditures at the discretion of the department. Additional debt
service payments are paid off-budget by the LA Agricultural Finance Authority (LAFA) from proceeds deposited
into the Feed Commission Fund, the Fertilizer Fund and the Pesticide Fund (FF&P).

After the department makes the projected FY 12 debt service payments, the remaining debt of $53.6 M is associated
with the following projects:

$16.2M  Lacassine Sugar Syrup Mill project (original 2004 debt issuance)
$31.0 M Firefighting equipment, $22 M, and multiple buildings

$1.9M Various construction projects in 2006 - $9.6 M

$4.5M Various construction projects in 2007 - $6 M
$53.6 M Total debt still owed

Included in the FY 13 budget is $9.9 M in budget authority from the LA Agricultural Finance Authority Fund (R.S.
3:277) for debt service payments. Information provided by the department projects total debt service payments at
$9.2 M in FY 13. From this fund, the agency is projected to pay approximately $2,059,738 in total bond interest
payments and $7,155,000 in total principal payments in FY 13. LAFA will make additional payments of $228,603 in
interest payments and $2,221,687 in total principal payments in FY 13. The debt service payments projected in FY 13
are:

$7,587,238 Interest and principal on Lacassine Syrup Mill project (LAFAF)

$1,627,500 Interest only payments on Firefighting equipment and buildings (LAFAF)

$1,946,890 Interest and principal on various construction projects in 2006 (FF&DP)

$503,400  Interest and principal on various construction projects in 2007 (FF&P)
$11,665,028 TOTAL ($9,214,738 LA Agricultural Finance Authority Fund and $2,450,290 FF&P)

To the extent that the interest rates do not change and the department does not pre-pay outstanding debt services,
the various construction projects in 2006 should be paid in full at the end of FY 13, the Lacassine Syrup Mill bonds
should be paid in full at the end of FY 15, and the firefighting equipment and buildings should be paid in full by FY 18.
The various construction projects issued in 2007 should be paid in full at the end of FY 27. To the extent that the
department does not borrow more funding through additional bond issues, all state debts will be paid off by FY 27.

Even though these debts are considered Net State Tax Support Debt, according to an audit of LAFA conducted by
the Legislative Auditor (August 2008), these bonds are “limited to special obligations of the authority and do not
constitute a general, special or moral obligation of the State.” Currently, out of the approximate $53.6 M the department
owes, only $31 M is associated with the firefighting equipment and buildings cannot be paid off earlier than its
projected final payment date (FY 18), due to a prepayment penalty.
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DEPT /| AGY: Economic Development Office of Secretary
ISSUE: Use of the Mega-Project Development Fund

The Mega-Project Development Fund is reserved for projects that create over 500 new jobs or offer at least $500 M in
federal dollars or private capital investment (not including the state’s contribution). The state’s share of the project
can comprise no more than 30% of the total project cost as specified in the cooperative endeavor agreement (CEA).
Projects associated with companies in bankruptcy threatening at least 500 jobs or military bases subject to
realignment or closure are also eligible.

The fiscal history of the fund:

Revenue
FY 07 Initial Deposit $150,000,000
FY 07 Surplus Funds 307,100,000
Interest to date* 15,595,456
TOTAL REVENUE $472,695,456
Total Uses with CEA commitments
Support Worker Supplement $48,600,000
ULM School of Pharmacy 4,209,000
Federal City 125,000,000
NASA /Michoud’ 55,500,000
Foster Farms 50,000,000
SNF Holdings 26,550,000
ConAgra 37,400,000
CenturyLink® 3,300,000
Schumaker 9,000,000
TOTAL COMMITMENTS $359,559,000
Act 22 of 2011 Regular Session® (81,448,446)
FUNDS AVAILABLE after Act 22 of 2011RS* $31,688,010

Possible changes:
CenturyLink unappropriated mega-project commitment  ($16,100,000)
Restoration of funds sweep due to TOPS funding $20,000,000

* Interest will continue to accrue until the money is removed from the fund, so additional funds could be available
depending on the timing of the use of the fund.

1 The NASA /Michoud project is on informal hold by LED until the federal government’s commitment to the space
program is clarified.

2 The CenturyLink Cooperative Endeavor Agreement committed the state to a total cash incentive of $19.4 M with
$3.3 M appropriated from the Mega-Project Development Fund in FY 12. The remaining $16.1 M has not yet been
associated with a means of finance.

3 In Act 22 of the 2011 Regular Session, this amount was transferred from the Mega-Project Development Fund to
the Overcollections Fund for use by various agencies in the FY 12 budget. The Division of Administration has
indicated a desire to replace up to $20 M of this funding with money secured with voter approval of a constitutional
amendment funding the TOPS Program with Millennium Trust Fund dollars. Should that be the case, the available
balance in the Mega-Project Development Fund would increase to about $52 M.

DEPT /| AGY: Culture, Recreation & Tourism Tourism
ISSUE: LA Tourism Promotion District
Act 1038 of 1990 created the LA Tourism Promotion District (LTPD) which receives three one hundredths of 1 cent

of the sales and use tax for the purpose of assisting the state for out-of-state advertising and promoting tourism in
LA.

In FY 13, a number of initiatives which have been funded with SGF historically are to be funded from the Office of
Tourism’s SGR funds, which is the sales tax. The following pass-throughs are to be funded with SGR for FY 13:

Independence Bowl $300,616
FORE! Kids Foundation $314,108
N.O. Metropolitan CVB (Essence Festival) $948,112
New Orleans Bowl $280,577
Greater New Orleans Sports Foundation $544,050
Jefferson Parish (Bayou de Famille Park) $418,500
LA Special Olympics $250,000
Shreveport CVB (Bassmasters) $425,000
Senior Olympics (Office of Elderly Affairs) $33,750
Super Bowl $6,000,000
NCAA Women’s Final Four $1,000,000
Total $10,514,713

Additionally, funding for the following initiatives will be transferred to other agencies within the department:

ENCORE Louisiana $465,356
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LA Book Festival $100,000
World Cultural Economic Forum $675,000
LA Sports Hall of Fame $677,786
Kent House $56,000
Office of the Secretary administrative costs $446,600
Decentralized and Statewide Arts Grants $1,500,000
Total $3,920,742
Total pass-throughs and programs to $14,435,455
be absorbed by the LTPD

The recommended funding level for the LTPD (excluding the Administrative and Welcome Centers Program within
the Office of Tourism) for FY 13 is $24,764,257. After the pass-throughs and programs are absorbed by the LPTD,
$10,328,802 remains for normal expenditures related to advertising and promoting tourism in LA.

DEPT / AGY: Transportation & Development
ISSUE: State Transportation Funding

State Gas Tax: The 16-cent state gas tax was enacted in 1984 as a flat, non-indexed tax. The state gas tax has a
current day buying power of approximately 7 cents. Historically, gas tax revenues have grown approximately 2.5%
per year since 1992 but the rate has slowed to approximately 1.7% over the last six years. Construction and
operating inflation substantially exceed the growth rate of the gas tax. Personnel costs within DOTD historically
grew an average of 5% annually. Since the hurricane events of 2005, construction costs have increased 25% to 30%.

In the year the state gas tax was enacted, 1984, the average price per gallon was $0.94 and individuals paid
approximately 17% per gallon for road infrastructure with the 16-cent state gas tax. The average price per gallon in
LA as of 2/23/2012 is $3.52. Due to the tax being flat, and not indexed to inflation, the current tax equates to
individuals paying approximately 4.5% per gallon for road infrastructure.

The LA Constitution stipulates allowable uses of the Transportation Trust Fund (TTF). The constitution allows the
LA State Police to utilize appropriations from the TTF for traffic control purposes. A means of finance swap
executed an exchange of $19.4 M TTF to be used for recurring expenditures in the Traffic Enforcement Program in
lieu of SGR. This reallocation of TTF dollars between departments has a direct and material impact on the potential
size and scope of other allowable uses of the TTF, namely: costs for and associated with construction and
maintenance of the roads and bridges of the state and federal highway systems, the Statewide Flood-Control
Program or its successor, ports, airports, transit, the Parish Transportation Fund or its successor and any bond debt
or associated obligations. The use of TTF by the Traffic Enforcement Program is not without precedent, as the
program received uninterrupted annual appropriations from FY 90 through FY 07 with appropriations of $11.72 M
in the lowest year and $40.46 in the highest. The Traffic Enforcement Program currently has $26.5M TTF in FY 12.
The total appropriation from TTF in FY 13 for traffic enforcement operations is $45.9 M

Federal Highway Trust Fund (Federal Gas Tax): The current federal program (SAFETEA-LU) expired at the end of
September 2009. The program has been extended through a series of legislative instruments, most recently the
Surface and Air Transportation Programs Extension Act of 2011 signed by President Obama on 10/5/2011, to
further extend SAFETEA-LU through 3/31/2012. Congress did not appropriate additional funds through any of the
extensions, the legislation merely provided an extension of the existing federal highway spending authorization.
The federal Highway Trust Fund (HTF) is funded with the 18.4-cent federal gasoline tax and like the state gas tax, it
has lost ground to inflation over time.

TIMED Program Bond Debt Service Payments - $143.7 M: The TIMED Program was established by Act 16 of 1989
1st Extraordinary Session and designated 16 specific road /bridge projects. The original plan called for a designated
funding stream in the form of a 4-cent gasoline tax on top of the existing 16-cent state gas tax, providing for a pay-
as-you-go construction program. By utilizing a pay-as-you-go-program, the projected completion date for the
program was 2031. In 2002, the DOTD set out to accelerate the program by bonding out the remainder of the
program in an effort to complete construction of all projects around FY 13. Due to rising construction costs and low
cost estimates at the outset of the program, the program will only have sufficient funding to complete 14 of the
original 16 road and bridge projects.

The projected FY 13 4-cent gas tax collections for the TIMED Program are not sufficient to cover the debt service
payments of the 8 completed projects and the 6 currently under construction. Thus, approximately $31.5 M of the
16-cent gas tax revenues will be needed to pay TIMED Program debt service payments in FY 13, the fourth
consecutive year in which the state gas tax will be used to make the TIMED debt service schedule whole. Every cent
of gas tax equates to approximately $24.9 M of revenue. Based upon the latest debt service payment schedule, the FY
13 debt service payment is approximately $156M, while the latest adopted revenue forecast for TTF-TIMED revenue
projection for FY 13 is $124.5 M. $31.5 M of TTF-Regular (16-cent gas tax) will be utilized to pay the imbalance.
Roughly 1 cent of the 20-cent gas tax, or 6.3%, will be utilized for TIMED Program debt service payments in FY 13.

The portion of the 16-cent gas tax necessary in future years to fund TIMED debt service payments will continue
escalating. Based upon estimates by DOTD, the department will use approximately 4.1 cents of the 16-cent state
gasoline tax at its peak usage in FY 43, which equates to $123M, or approximately 24.7% of the current 16-cent tax
receipts. This will impact DOTD'’s federal match abilities and its operating budget. Currently, the total projected
TIMED Program costs are $5.24B (includes LA 3241, Florida Avenue Bridge), while total revenues for the program
will be $4.65 B. DOTD is in the process of determining the best financing mechanism for completing the final 2
constitutionally required road/bridge projects. Below is a comparison of the original cost projections of the 16
TIMED projects as originally proposed in 1989 (R.S. 48:820.2), and the actual/current cost estimates. Based upon
current estimates, the cost projections in 1989 were approximately $2.7 B less than the total needed to complete the
TIMED projects.
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1989 Present
Original Proj. Actual/Current Proj.
Tchoupitoulas $55,000,000 $51,000,000
West Bank Expressway $33,200,000 $33,000,000
Port of New Orleans $100,000,000 $100,000,000
New Orleans Airport $75,000,000 $75,000,000
US 90 $256,000,000 $256,000,000
West Napoleon $53,000,000 $69,000,000
LA 15 $66,000,000 $87,000,000
Us 171 $415,000,000 $617,000,000
Earhart Blvd. $20,000,000 $20,000,000
US 165 $492,000,000 $931,000,000
US 167 $389,000,000 $706,000,000
US 61 $29,000,000 $94,000,000
Audubon Bridge $150,000,000 $407,000,000
Huey P Long Bridge $220,000,000 $1,173,000,000
Florida Avenue Bridge $129,000,000 $475,000,000
LA 3241 $52,000,000 $147,000,000
TOTAL $2,534,200,000 $5,241,000,000

Note: The Florida Avenue Bridge and LA 3241 have not begun construction and currently have no funding source. Thus, the
cost projections could change in future fiscal years as inflation continues escalating construction costs.

Vehicle Sales Tax: Act 11 of 2008 2nd Extraordinary Session provided that vehicle sales taxes would begin to
accrue to the TTF and be phased in over 7 years. A total of 10% was to be transferred to the TTF in FY 09. Due to
the total SGF revenue projections decreasing for FY 09, these funds were not available to the TTF and will not be
available in subsequent fiscal years until “... such time as the official forecast of the REC equals or exceeds the
official forecast in effect prior to the projected deficit, at which time the reduction shall cease.” The SGF revenue
forecast for FY 09 as of 5/9/2008 was $9.7 B. The latest adopted revenue forecast projects the following for SGF: FY
12 -$8 B; FY 13 - $8.4 B; FY 14 - $8.7 B; FY 15 - $9.2 B; and FY 16 - $9.7 B. Therefore, unless this statute is amended, it
is unlikely that these funds will be available to the TTF in the near future. The distribution to the TTF was projected
to eventually reach $335.6 M in FY 15 at 100% implementation.

DEPT / AGY: Corrections

ISSUE: Prison Sales

The current version of HB 1 proposes the sale of Avoyelles Correctional Center currently owned by the Department
of Public Safety & Corrections (DPS&C) and the closure of J. Levy Dabadie Correctional Center with the offenders
being transferred to Avoyelles Correctional Center for future housing. According to testimony by the Commissioner
of Administration at the 2/9/2012 JLCB meeting, money from the sale of the prison would be placed in the Budget
Stabilization Fund. The current value of Avoyelles is unknown. However, the facility is currently undergoing
appraisal. The value of the facility in FY 11 was approximately $35 M. Avoyelles houses 1,564 offenders and
Dabadie houses 330 offenders on the grounds of Camp Beauregard. Dabadie would close on 7/1/2012.

I. Levy Dabadie Correctional Center

Currently, the operating cost of Dabadie is $9.3 M. The cost per day per offender at Dabadie is $77.21, based on an
offender population of 330. There is no funding appropriated in FY 13 for Dabadie. Due to the closure of Dabadie
the offenders will be transferred to Avoyelles Correctional Center.

Avoyelles Correctional Center

Currently, the operating costs of Avoyelles is $25.9 M. The cost per day per offender at Avoyelles is $45.37, based on
an offender population of 1,564. In the current version of HB 1, the projected operating cost of Avoyelles is $29.7 M,
an increase of $3.8 M from FY 12 EOB. Included in the increase in operating costs is unemployment compensation
and termination pay for both Avoyelles and Dabadie; and increasing the offender population by 330 offenders.
During the first 6 months of FY 13, Avoyelles will continue to be operated by the state. Beginning 1/1/2013, the
facility will be operated by a private provider. The department will pay a rate of $31.51 per offender per day as
noted in the current version of HB 1. The per diem cost to pay the private operator for 183 days will be $10,921,429
(183 days x 1,894 offenders x $31.51 per day). To the extent the per diem remains static at $31.51, the FY 14 per diem
cost for Avoyelles would be $21,783,178 (365 days x 1,894 offenders x $31.51 per day).

Potential Savings

Currently, the combined operating costs for Dabadie and Avoyelles to house 1,894 offenders is $35.2 M ($25.9 M
Avoyelles + $9.3 M Dabadie), an average cost per day per offender of $50.92. The projected cost in FY 13 for
Avoyelles to house 1,894, after the closure of Dabadie, is $29.7 M, which is a cost of $42.94 per day per offender. The
closure of Dabadie and eventual privatization of Avoyelles results in a savings of $7.98 per day per offender for a
total savings of approximately $5.5 M. The operating costs in FY 14 may be greater as a result of Avoyelles being
operated solely by a private operator. To the extent the per diem of $31.51 remains static in FY 14, the per diem
costs for housing 1,894 offenders would be $21,783,178, which is an $8 M decrease from FY 13 and a decrease of
approximately $13.4 M from operating Dabadie and Avoyelles in FY 12.

It should be noted that there are various unknown factors that could impact costs associated with privatized
operation of the facility such as: debt service payments, CPI increases for future years, maintenance costs, and
whether or not the per diem submitted includes insurance, taxes, and administrative costs. These unknowns are
likely to be determined through the RFP process, however, until the facility and operation is bid, the potential
increase or decrease in costs to the state in indeterminable. In addition, to the extent the Department of Corrections
has to maintain the building at Dabadie, the savings maybe be reduced.
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DEPT /| AGY: Health & Hospitals Medical Vendor Payments

ISSUE: Federal Medical Assistance Percentage (FMAP) changes for Title 19 claims and DSH (uncompensated
care costs)

Title XIX claims payments and DSH FMAP:
Title XIX history:

FY 11: 74.76% federal financial participation (25.24% state match)
FY 12: 69.34% federal financial participation (30.66% state match)

Title XIX Disaster Recovery Rate:
FY 13: 71.38% federal financial participation (28.62% state match), blended match rate

The FY 13 budget is based on a federal medical assistance percentage (FMAP) of 71.38% federal match. Original
FFIS (Federal Funds Information for States) projections reflected a projected drop in Title XIX FMAP to 63.37%
federal financial participation for FY 13 (as reflected in the Medicaid budget request). However, information
provided by the DHH indicates LA qualifies under federal law that results in disaster adjusted (enhanced) FMAP’s
in future years (through FY 2015). According to the Federal Register (issuing the 2013 FMAP rates), “Section 2006
of the Patient Protection and Affordable Care Act of 2010 amended section 1905 of the Social Security Act to provide
for an increase in the FMAP rate for qualifying States for Medicaid” for certain states that have experienced a
statewide disaster as declared by the President. States that qualify receive an adjustment to their annual FMAP
according to a formula reflected in law.

The impact in FY 13 is a reduction of approximately $95 M in SGF requirement.

Disproportionate Share Hospital (DSH) payments Federal Medical Assistance Percentage (FMAP):
DSH FEMAP history:

FY 11: 63.69% federal financial participation (36.31% state match)
FY 12: 61.09% federal financial participation (38.91% state match)

FY 13: 61.24% federal financial participation (38.76% state match)

The impact in FY 13 is a reduction of approximately $900,000 in SGF requirement.

DEPT / AGY: Health & Hospitals Medical Vendor Payments
ISSUE: Medicaid Outlook

A portion of the recurring Medicaid budget in FY 13 is financed with approximately $204,606,118 M in revenue
sources that likely will need to be replaced with other means of financing in FY 14. The significant one-time funding
sources are as follows:

1) $202,954,952 - one-time revenues deposited into the MATF (excludes $106,065,184 in provider fees and
revenues generated from R.S. 22:842)
2)  $1,651,166 - revenues from the NEW Opportunities Waiver (NOW) Fund appropriated in MVA

LA Medical Assistance Trust Fund:
For FY 13, the recommended level of funding in the Medical Assistance Trust Fund (MATF) is approximately
$327,020,136. This funding includes the following specific deposits:

$106,065,184 - annual deposits from provider fee charges (pharmacy scripts, ICF/DD beds, Nursing Home beds)
$202,954,952 - funding contingent upon legislative approval of fund balance transfers reflected in funds bill

$18,000,000 - funding derived as a result of R.S. 22:842 (annual insurance premium tax on health insurers)
$327,020,136

Note: Annual funds collected in this trust are from fees imposed on Nursing Home providers, ICF/MR providers,
and Pharmacy scripts. In addition to these recurring revenue deposits, the fund has received one time revenue
deposits from various sources. All revenues are deposited into the fund (less any balances) and are used as a state
match source to draw federal financial participation for general Medicaid expenditures. Reflected below are
historical appropriations from FY 11 in the MATF:

FY 11 Actual FY 12 EOB FY 13 Recommended
$403,715,644 $451,471,418 $327,020,136

Note: $18 M appropriated in the MATE: Currently, R.S. 22:842 imposes a tax on premiums written (collected)
related to life, accident, and health (approximately 2.25% of premiums written). Any taxes assessed are collected by
the Department of Insurance on behalf of the SGF. The current law does not exempt managed care entities. There is
currently no revenue dedication to DHH in the insurance code (842) for Medicaid Managed Care. Information
provided by DHH and the DOA indicate tax revenues generated from managed care companies is appropriated in
FY 13 and deposited in the MATF for general Medicaid expenditures (will be a state match source). Because there is
no exemption for Medicaid Managed Care companies in 22:842, it is assumed that legislation will be required to
amend 22:842 to dedicate any tax revenue collected under this law to DHH. To that extent, the LFO assumes
redirecting these funds results in a loss of revenue deposits ($18 M appropriated) to the SGF.
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DEPT / AGY: Health & Hospitals Medical Vendor Payments
ISSUE: DSH Allocation and UCC Community Hospital Pool

The Uncompensated Care Costs (UCC) Program in Medical Vendor Payments provides disproportionate share
hospital (DSH) payments to qualifying hospitals for certain uncompensated care costs associated with serving
uninsured and indigent patients. DSH payments consist of both state and federal matching funds. For FY 13, the
federal match for DSH is 61.24%. The federal government restricts the amount of federal DSH funds annually
through the implementation of a federal DSH cap per state. Any additional UCC payments the state may choose to
reimburse over the federal cap would require 100% SGF (the state loses the ability to leverage state dollars).

The FY 13 budget appropriates $849,744,494 M in the UCC Program for various providers. FY 13 DSH funds are
allocated as follows:

$385,000,000 HCSD
$3,018,990 E.A. Conway
$29,403,657 H.P. Long
$160,730,951 Shreveport
$1,026,000 Villa Feliciana Medical Complex
$59,554,587 OMH public Psyc free standing units
$106,312,998 Other DSH hospitals (non-rural)**
$67,664,085 Rural Hospitals and rural hospital-based health clinics
$7,000,000 Non rural hospitals
$2,000,000 Community Hospital Pool***
$28,033,226 GNOCHC****
$849,744,494

“Note: E.A. Conway received no DSH funding in FY 12 as a result of Upper Payment Limit (UPL) financing. In FY
13, E.A. Conway DSH funding increased to $3,018,990.

“*Note: DSH appropriations for “Other DSH hospitals” is allocated as follows:
$100,000,000 DSH for the Low Income Needy Collaborative

$6,312,998 DSH for Mental Health Emergency Room Extensions ( MHERE's)
$106,312,998

“**Note: Uncompensated Care Costs payments in the Community Hospital Pool are paid to non-state and non-rural
hospitals that historically did not qualify under the Medicaid state plan (before 2007). Funding for the community
hospital pool is maintained at $2 M for FY 13.

Community Hospital Pool Funding History
FY 07 FY 08 FY 09 FY 10 FY 11 FY 12 FY 13
$120 M $87 M $87 M $35 M $10 M $2M $2M

“**Note: DSH funding for the Greater New Orleans Community Health Connection (GNOCHC) Medicaid
demonstration waiver allows DSH reimbursement to various waiver providers (over 90 clinics) in the greater New
Orleans area. The Executive Budget provides a funding increase to the Greater New Orleans Community Health
Connection by $2,798,359, providing total DSH funding for this initiative to $28,033,226 in FY 13.

DEPT / AGY: Health & Hospitals Medical Vendor Payments
ISSUE: Medicaid UPL Payments, Low Income & Needy Care Collaborative in FY 13

There are several UPL programs in which the Department currently participates. UPL allows the state to
supplement payments made to providers. Under federal law, a state’s UPL is the maximum a state can pay for
Medicaid services (or the amount that would be paid for Medicaid services under Medicare payment principles).
UPL’s are capped in aggregate based on hospital classification (i.e., private, public, non-state public) and within
each classification providers are bound by an individual cap.

Low Income & Needy Care Collaborative Agreements (LINCCA):

In FY 11, DHH made supplemental payments to private hospitals that entered into Low Income & Needy Care
Collaborative Agreements (LINCCA) with a public entity. The FY 11 appropriation provided both Medicaid claims
funding (approximately $266 M) and DSH funding (approximately $100 M) for such agreements between a public
entity and private hospitals. Funding for this program was maintained in FY 12. The supplemental Medicaid
Payments to private, non-state, non-rural hospitals for inpatient and outpatient services were made using an Upper
Payment Limit (UPL) payment methodology. The FY 13 Executive Budget has $366 M for continuation of this
program.

A. LINCCA Between DHH State Agency and Private Hospitals

Beginning in FY 11 and continuing into FY 12, various private hospitals provided charity care to low income and
needy LA patients (including various non-hospital related services) at the location that these patients were currently
receiving care. To accomplish this, the providers set up a non-profit corporation that entered into contracts with
individual physicians/providers to provide services that were previously provided by DHH. As a result of the
DHH terminating contracts funded with 100% SGF, the department realized cost avoidance. In FY 13, DHH will
continue to save approximately $8.6 M in SGF for contracts. Although there is no obligation, the state will continue
to make supplemental Medicaid (UPL) payments to the private hospitals in FY 13.

B. LINCCA Between a Governmental/Public Entity and Private Hospitals

Continuing through FY 13, the department will receive LINCCAs entered into between various public entities and
private hospitals. Through these LINCCAs, the private hospital is eligible to receive Medicaid UPL payments. The
match source for these supplemental payments will be an Intergovernmental Transfer (IGT) from the public entity (a
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non-state match source). The department made approximately $28.5 M in supplemental UPL payments in FY 12
from IGTs received from public entities that entered into a LINCCA with private hospitals. According to DHH, it is
unknown exactly how much of the $266.4 M in appropriated UPL funds in FY 13 will be from IGTs.

C. LINCCA Between LSU and Private Hospitals

Beginning in FY 11, contracts with providers for indigent care services that were non-allowable for DSH
reimbursement were terminated by LSU. These contracts were assumed by 7 different private hospitals seeking to
expand their charity care (LSU continues payments for contracts for allowable services). The private hospitals
involved in the LSU hospital LINCCA include Woman's Hospital, Willis Knighton, Our Lady of Lourdes, Lafayette
General, Lake Charles Memorial, Women & Children’s (Lake Charles), and the Northern LA Medical Center.
Services picked up by the private hospitals expanding their charity care include radiology, emergency room
services, surgical and primary care, and various physician specialties. Patients will continue to receive these
services at their current locations. LSU has an increased savings of approximately $46.8 M at HCSD and $2.8 M at
the LSU-S hospitals in FY 13. However, as of 2/20/2012, there has been no definitive state match source decided
between DHH and LSU for FY 13. LINCCA savings are contingent upon identification of approximately $22.8 M in
available SGF as a match source for LSU’s LINCCA contracts (estimated with a 150% premium and 69.34% FEMAP).
Without the necessary SGF, the contracts will be canceled and any associated non-allowable service costs will have
to be refunded by LSU.

State Hospital UPL (LSU/E. A. Conway UPL):

In order to offset the loss of funds from the Disproportionate Share Hospital (DSH) audit rule, LSU will be receiving
UPL payments through E. A. Conway Hospital (EAC) as opposed to 100% SGF in DSH replacement funds. Under
the Centers for Medicare & Medicaid Services (CMS) rules, EAC cannot receive above 100% of costs if participating
in the DSH Program. In order to draw down UPL payments above 100% of cost, EAC was removed from the DSH
program. As such, LSU has reduced the entirety of EAC’s DSH budget. In addition, the State cut all Medicaid
inpatient rates by 40% in public hospitals (excluding EAC) as per an emergency rule in FY 11. The 40% cut in
Medicaid inpatient payments was offset at each hospital by an equal amount of DSH budget authority, except at
EAC whose entire DSH budget was eliminated. LSU will receive approximately $46.4 M in UPL payments through
EAC to be used as DSH replacement funds as a result of the DSH audit rule in FY 13. EAC will receive an additional
$27.4 M from the UPL payments to replace its lost DSH budget. Total EAC UPL payments in FY 13 will be $73.9 M.
This represents a $15.9 M decrease from FY 12. The state match source for this payment is SGF in the amount of
$21,154,538 in FY 13. The following UPL payments are allocated to LSU in FY 13 for DSH replacement funds:

LSU-HSC $16,106,071
HCSD $30,354,369
Total DSH replacement from UPL payments $46,460,440
EAC DSH budget replacement $27,454,786
Total UPL Payments $73,915,226

Hospital Based Physician UPL Program:

In FY 11, DHH was approved by CMS to make payments for physician services at public hospitals up to the average
private insurance rate. The physician must be an employee of the hospital or the hospital must have a contract with
the physician that establishes a quasi employment relationship. As a part of the contract, the physician must agree
to assign at least the Medicaid supplemental payment to the hospital. The match source for these supplemental
payments is an Intergovernmental Transfer (IGT) from the public hospital (a non-state match source). In FY 11,
DHH made approximately $6 M in payments to public hospitals under this program. Currently, in FY 12, DHH has
made approximately $19 M in payments under this program. In FY 13, DHH expects to make approximately $15 M
in payments under this program.

Non-State, Non-Rural Public Hospital UPL:

In FY 12, DHH was approved by CMS to make supplemental payments to non-state, non-rural public hospitals. The
match source for these supplemental payments is an Intergovernmental Transfer (IGT) from the public hospital.
Currently, in FY 12, DHH has made $38.8 M in payments under this program. In FY 13, DHH expects to make
approximately $72 million in payments under this program.

Small Rural Hospital UPL:

In FY 11, DHH was approved CMS to make supplemental payments to continue to help the state’s rural hospitals
maximize health care dollars to preserve access for Medicaid recipients. In FY 11, DHH made approximately 37.2
M in payments through this program. To date, in FY 12, DHH has paid approximately $18 M. The state match for
this program is funded through appropriation of SGF in the amount of $11 M. In FY 13, DHH expects to make
approximately $35.8 M in payments under this program.

Other UPL Programs:

The FY 13 Executive Budget includes an additional $14 M in UPL funding for ambulance services provider. This is
in addition to the $14.5 M in the base budget. DHH is still in negotiations with CMS for approval of the state plan
amendment.

DEPT / AGY: Health & Hospitals Medical Vendor Payments
ISSUE: Bayou Health - Medicaid Managed Care

FY 13 budget contains $1,110,973,744 in premium payments for Medicaid Managed Care statewide for approximately 900,000
Medicaid recipients.

$1,110,973,744 - Funding in Medicaid Buy-Ins Program for Per Member Per Month Payments for Prepaid Health
Plans and the management fee for Shared Savings Health Plans (SSHP).

The Bayou Health Program is DHH’s new program to manage the care of approximately 900,000 LA Medicaid and LaChip

recipients. Bayou Health is Medicaid Managed Care, and includes both a prepaid, risk bearing MCO model (Prepaid Health
Plan) and a primary care case management (PCCM) with shared savings model (Shared Savings Health Plan). As a result of the
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benefit package in both models being at least those offered under the LA Medcaid state plan (in amount, duration, and scope of
services), the department implemented Bayou Health under the authority of Section 1932(a)1 State Plan Amendment and did
not require waiver approval from the Center for Medicare & Medicaid Services (CMS).

The Shared Savings Plan delivery model will reimburse providers fee for service. This enhanced PCCM model requires that
participating primary care physicians (medical home) join with a 3rd party (administrative entity) to better coordinate care.
According to the department, the network of primary care providers and the 3rd party will be able to ensure a full continuum of
care that is coordinated for the individual. Although the providers will continue to receive fee-for-service, the Health Plan will
be reimbursed a monthly amount (administrative or management fee) for each member to ensure coordination of care. The
monthly reimbursement is $11.81 for children and parents and $18.16 for people with disabilities and pregnant women based on
the current contracts. The Prepaid Health Plan is a full risk bearing financial model. Provider networks will be assembled and
will receive monthly payments (per member per month (PMPM)) for each individual enrolled, and in turn will provide a basic
level of benefits and assume full financial risk of health plan enrollees. The PMPM is based on the current average contract rate
of $174.

Information provided by the department suggests some benefits will be ‘carved out’ for purposes of fee-for-service under this
model. The current list of carve out services include dental, behavioral health, pharmacy, targeted case management, nursing
home services, ICF/MR, and personal care services. In addition, individuals that receive home and community-based services
(waivers) are not currently included in Bayou Health. Based on the February 2011 rule, eligible recipients were projected to be
evenly enrolled between the 2 types of networks. However, with 3 Prepaid Health Plan contracts and 2 Shared Savings Health
Plan contracts awarded, the latest projection reflects an enrollment pattern of approximately 60% of eligible recipients enrolled
in a Prepaid Health Plan. According to the department, all individuals currently enrolled in LA’s PCCM system (Community
Care) will be required to enroll (current PCCM enrollees is approximately 775,000). In addition, Medicaid enrolled pregnant
women and Medicaid eligibles over age 65 will be required to enroll. In FY 12, the fiscal impact is based on phased in
enrollment of approximately 866,000 Medicaid eligibles in both plans (estimated 50% /50% plan enrollment allocation).

Contracts:

DHH has entered into contracts with 5 separate entities. Each Health Plan will provide services statewide. The 3 Prepaid Health
Plans are Amerigroup, LaCare, and Louisiana Healthcare Connections. The 2 Shared Savings Health Plans are managed by
Community Health Solutions and United Healthcare. Medicaid and LaCHIP recipients will have an option to enroll in any of
the 5 health plans. The contracts will pay $928 M to each Prepaid Health Plan over 3 years (3-year contract), and approximately
$68 M to each Shared Savings Plan over a 3-year period.

FY 12 Enrollment:
Enrollment timeline for Managed Care implementation: DHH intends to enroll all projected Medicaid eligibles in FY 12, and
will enroll incrementally from February 2012 to 6/1/2012 by geographical service area (GSA).

February 2012 GSA 1 enrollment, includes DHH Administrative Regions 1 & 9
April 2012 GSA 2 enrollment, includes DHH Administrative Regions 2, 3, & 4
June 1 2012 GSA 3 enrollment, includes DHH Administrative Regions 5, 6, 7, & 8

Fiscal Impact:

FY 12 appropriation for Bayou Health is approximately $363.6 M, and includes both administrative cost and PMPM/management fee
payments. These appropriations are reflected below. Due to claims lag (cost of beginning to reimburse for PMPM’s up front
expenses and paying prior claims within a given time frame), the FY 12 cost to implement is approximately $99 M.

$2,000,000 - Funding in Medical Vendor Administration for communication outreach
$476,250 - Funding in Medical Vendor Administration for CCN Network External Quality Review Organization
$361,187,145 - Funding in Medicaid Buy-Ins Program for Per Member Per Month Payments for Prepaid plan and
Management fee for Shared savings plan.

The FY 13 appropriation (payments) for Bayou Health is approximately $1,110,973,744. This appropriation is based on the following
adjustments:

$361,187,145 - Funding in the FY 12 base for Bayou Health (payments plus lag)
$921,722,843 - Transfer of Bayou Health funding from Privates to Buy-Ins (FY 13)
$1,282,909,988 - Total funding in FY 13 for Bayou Health that was removed from Private Providers
($106,551,345) - Remove (non-recur) lag payments appropriated in FY 12 in Buy-Ins for Bayou Health
($29,384,047) - Savings adjustment reflected in the FY 13 budget in the Buy-Ins Program
$1,146,974,596 - PMPM payments in the FY 13 budget (includes $7,092,026 in bonus payments related to savings
associated with Shared Savings Plan. Thus, actual PMPM payments (less bonus) in FY 13 equal
$1,139,882,570 (include both PMPM’s for Prepaid and management fee for Shared Savings Plan.)
Less: 2% cut to Bayou Health (related to provider cuts) and cut related to shifting wrap around payments
from Medicaid Buy-Ins & Supplements to UCC Program (reflected below)
$1,146,974,596 - Total payments in Buy ins for Bayou Health
($18,112,424) - 2% provider rate cut (other portion of entire 2% cut to managed care ($2,014,729) allocated to BHP
($17,888,428) - Funding Health Plans in Buy ins moved to UCC program for rural hospital wrap around payments
$1,110,973,744 - Total Funding for Bayou Health in FY 13 (includes bonus payments for SSHP providers

Note: The FY 13 Executive Budget reduces payments in FY 13 by approximately $29,384,056 ($8,409,717 SGF) as a result of
projected savings from Bayou Health implementation (based on Mercer projections), which includes both the full risk plan and
shared plan. DHH is covering the cost of the managed care payments ($1,146,974,596) with dollars from the Medicaid base
budget (as reflected in the transfer adjustment from Privates to Buy-Ins), and further reducing Medicaid payments by $29 M. In
addition to the $29 M savings built into Medicaid for FY 13, Medicaid Private Providers Program is being reduced $14,675,052
as a result of moving acute services for all waiver participants under Bayou Health, and as a result of moving the case
management function for NOW Waiver recipients under Bayou Health in FY 13. Based on these reductions, the overall savings
reflected in the Medicaid budget in FY 13 is $44,059,099.

Note: It is unknown if the 2% cut implemented to Bayou Health will be made to the managed care companies or providers.
Because provider rates have been reduced in the Medicaid Private Providers Program, the cut could be absorbed by the health
plans (reduced PMPM’s or reduced administrative management fee), or passed on from the health plans to the providers (as
the rate floor has changed).
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DEPT / AGY: Health & Hospitals Aging & Adult Services
ISSUE: Transfer of Governor’s Office of Elderly Affairs to Department of Health and Hospitals/Office of
Aging and Adult Services

The FY 13 budget transfers the Governor’s Office of Elderly Affairs (GOEA) to the Department of Health &
Hospitals (DHH), Office of Aging & Adult Services (OAAS). Total funding of $44,616,632 ($22,161,314 SGF; $37,500
IAT; $39,420 SGR; and $22,378,398 Federal) and 51 positions are being transferred. The Governor’s Office of Elderly
Affairs will become an activity in the Administration Protection & Support Program in OAAS.

The proposed transfer does not reduce services provided by GOEA or eliminate positions. Also, the proposed
transfer does not reduce or modify the role of any of the local Councils on Aging and Area Agencies on Aging.
According to DHH, some of the benefits of the transfer and merger are as follows:

1. Consolidation of budgeting and administration functions.
2. Single source agency for customers to access services.

3. Merger of protective services programs.

4. Leveraging of matching Federal funds.

Consolidation of budgeting and administration functions. The transfer of GOEA presents an opportunity to
consolidate the budgeting and administration functions at the state level. Consolidation is anticipated to lead to
more efficient use of resources, less duplication of effort, and the ability to plan and prepare more effectively to meet
the future demand as the senior population of the State continues to grow. There is a potential for savings in rent if
office space is consolidated. In addition, economies of scale in administrative operations such as purchasing,
contracting, human resources and other area are anticipated with the consolidation beyond FY 13.

Single source agency. Services provided by OAAS, in some cases, overlap with services funded through GOEA and
local Councils and Area Agencies on Aging. The local Councils on Aging and Area Agencies on Aging serve a
significant percentage of Medicaid eligible seniors. Therefore, a senior applying for services may wind up receiving
services from OAAS or from GOEA or from both. Besides being Medicaid eligible or not, there is no systematic
process that determines which agency provides these services. Also, the transfer would result in the ability to share
data and information on the population being served. At the Federal level, the Department of Health & Human
Services includes both the Administration on Aging and the Centers for Medicare & Medicaid Services (CMS).
Approximately 25 states have aging service functions included in a large human services agency that also includes
Medicaid.

Merger of Elderly Protective Services (EPS) and Adult Protective Services (APS). Presently, both OAAS and
GOEA operate protective services programs. Elderly Protective Services in GOEA focuses on adults over age 60.
Adult Protective Services in OAAS focuses on adults ages 18-59. Both EPS and APS programs operate under the
same state law and have identical powers and duties. Benefits of merging both EPS and APS programs include
elimination of duplication, centralized mandated reporting, better management of caseloads, and better use of
available resources.

Leveraging of matching Federal funds. OAAS/DHH has the ability to leverage existing SGF for additional
matching Federal funds. Recently, DHH has been able to use their own SGF that was being spent on non-Medicaid
services and local funds through inter-governmental transfers to generate additional federal match for Medicaid
while maintaining and sometimes increasing non-Medicaid services. An example is the Low Income Needy Care
Collaborative Agreements (LINCCA) funding mechanism. Both GOEA and OAAS have waiting lists for services.
Any funding mechanism that generates additional Federal match for Medicaid or free up SGF can be used to
address the waiting lists.

DEPT / AGY: Health & Hospitals Aging & Adult Services
ISSUE: Waivers and Other Community Service Programs

The Community Choices Waiver (replaced the Elderly & Disabled Adult - EDA Waiver) allows for services to be
provided in a home or community-based setting for a qualifying person who would otherwise require care in a
nursing facility. In additions to personal care services, the waiver provides a variety of other services that assist
people to remain in their homes and communities. Due to the increased demand for these services, there is a
Request for Services Registry. This waiver is administered by the Office of Aging & Adult Services.

No. of Slots Funded FY 13: 5,303 (200 slots for Pitts vs. Greenstein settlement)
No. of Slots Funded FY 12: 4,603

Filled Slots as of 12/31/2011: 4,415

Slots Funded but not Filled: 188

Registry and/or Waiting List:* 25,667

Average Cost/Capped Cost: $29,720 ($40,046 cap)

Expenditure Forecast as of 12/31/2011:  $111,556,413
Population Served: Ages 21 years old or older, Medicaid eligibility, and meet nursing facility level of care criteria
“Registry and /or Waiting List as of 12/31/2011

The Adult Day Health Care (ADHC) Waiver provides certain services for 5 or more hours per day in a licensed and
Medicaid enrolled ADHC facility. Services offered include assistance with activities of daily living, health and
nutrition counseling, social services, and exercise programs. There is an ADHC Request for Services Registry that
lists the people who requested these services along with the request date. This waiver is administered by the Office
of Aging & Adult Services.

No. of Slots Funded FY 13: 825
No. of Slots Funded FY 12: 825
Filled Slots as of 12/31/2011: 715
Slots Funded but not Filled: 110

Legislative Fiscal Office 14 3/15/12



FY 2013 MAJOR BUDGET ISSUES

Registry andfor Waiting List:* 1,571

Average Cost/Capped Cost: $21,572 ($46,292 cap)

Expenditure Forecast as of 12/31/2011:  $8,873,616

Population Served: Ages 22 years old or older, Medicaid eligibility, and meet nursing facility level of care criteria
“Registry and /or Waiting List as of 12/31/2011

The Long Term Personal Care Services (LT-PCS) Program provides help with activities of daily living for people
who qualify for assistance under the program guidelines. The program also provides personal care workers to help
people in their homes. Care provided includes help with bathing, toileting and grooming activities; eating and food
preparation; performance of incidental household chores; assistance getting to medical appointments; and grocery
shopping. This program is administered by the Office of Aging & Adult Services.

Filled Slots as of 12/31/2011: 14,435

Average Cost/Capped Cost: $15,300 ($19,236 cap)

Expenditure Forecast as of 12/31/2011:  $188,453,713

Population Served: Ages 21 years old or older who receive Medicaid benefits, nursing facility level of care and imminent risk
criteria of nursing home admission

Program for All Inclusive Care for the Elderly (PACE) Program coordinates and provides all needed preventive,
primary, acute and long-term care services so that older people can continue living in the community. The emphasis
is on enabling senior citizens to remain in their communities while enhancing their quality of life. This program is
administered by the Office of Aging & Adult Services.

Filled Slots as of 12/31/2011: 277

Average Cost/Capped Cost: $41,269 ($50,880 cap)

Expenditure Forecast as of 12/31/2011:  $10,847,130

Population Served: Ages 55 years of age or older, live in PACE provider service area, nursing facility level of care, and meet
Medicaid financial eligibility

The Community & Family Support (CFS) Program provides goods and/or services in a flexible manner to eligible
people with severe physical and/or cognitive disabilities in order to help them live independently. Consumers
represent a wide range of diversity in terms of disability, including acquired brain injury, spinal cord injury, stroke,
visual impairment, muscular dystrophy, and individuals with multiple disabilities. The Office of Aging & Adult
Services has contracted with the ARC of Louisiana to administer both the Community & Family Support Program and the
State Personal Assistance Services Program for a total of $633,229.

Filled Slots as of 12/31/2011: 18
Registry and/or Waiting List:* 50
Average Cost/Capped Cost: $15,943
Expenditure Forecast as of 12/31/2011: $633,229

Population Served: Ages 22 years of age or older with a severe physical andfor cognitive disability that manifested after
attainment of age 22 but prior to age 55
“Registry and / or Waiting List as of 12/31/2011

The State Personal Assistance Services (SPAS) Program provides personal assistance services to people with
significant disabilities to assist them with activities of daily living. The primary service provided with SPAS funding
is Personal Assistance Services. The Office of Aging & Adult Services has contracted with the ARC of Louisiana to
administer both the Community & Family Support program and the State Personal Assistance Services program for a total of
$633,229.

Filled Slots as of 12/31/2011: 6
Registry and/or Waiting List:* 44
Average Cost/Capped Cost: $22,359
Expenditure Forecast as of 12/31/2011: $633,229

Population Served: Ages 18 - 60 years of age, a significant disability, capable of hiring, firing, and supervising the persons who
provide personal assistance services.
“Registry and /or Waiting List as of 12/31/2011

The LA's Traumatic Head & Spinal Cord Injury (TH/SCI) Trust Fund Program provides services in a flexible,
individualized manner to LA citizens with traumatic head or spinal cord injuries. The program enables individuals
to return to a reasonable level of functioning and independent living in their communities. Services are provided on
a first-come, first-served basis. Expenditures shall not exceed $15,000 for any 12-month period or $50,000 in total
lifetime expenditures per individual. This program is administered by the Office of Aging & Adult Services.

Filled Slots as of 12/31/2011: 552
Registry and/or Waiting List:* 309
Average Cost/Capped Cost: $5,065 ($15,000 cap)

Expenditure Forecast as of 12/31/2011:  $3,129,204
Population Served: An individual must meet the definition of traumatic head injury or spinal cord injury.
*Registry and / or Waiting List as of 12/31/2011

Note: Waiver slots are not 100% filled. Although the agency fills waiver slots as quickly as possible, processing an
individual for a waiver slot can take a considerable amount of time.

DEPT / AGY: Health & Hospitals Aging & Adult Services
ISSUE: Long Term Personal Care Services (LT-PCS) Settlement Agreement

As of 1/13/2012, the DHH reached a settlement in a class action lawsuit (Pitts vs. Greenstein) brought by Medicaid
beneficiaries of the Long Term Personal Care Services (LT-PCS) Program. The U.S. District Court for the Middle
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District of LA has granted final approval of the Settlement Agreement on 2/17/2012.

The LT-PCS Program is part of Medicaid Program that provides personal care workers to help people remain in
their homes and in the community. Care provided includes help with bathing, toileting, grooming, eating, food
preparation, performance of incidental household chores, assistance getting to medical appointments, and grocery
shopping. Although the Medicaid Program provides payment of home and community based services (HCBS) for
long-term care, the Office of Aging & Adult Services (OAAS) administers long-term care HCBS through various
waiver and state plan programs for individuals who are elderly or have disabilities.

When the LT-PCS Program originated in FY 03, it provided up to 56 hours per week of personal care services for
eligible individuals. In March 2009, this maximum number of hours was reduced to 42 hours a week and services
were drastically cut. In October 2010, as part of Executive Order BJ 2010 — 20 expenditure reduction, DHH reduced
the maximum hours of LT-PCS to 32 hours per week.

Individuals receiving 42 hours of care a week claimed that the reduction to no more than 32 hours per week made it
impossible for them to continue to live in their own homes. These individuals filed a lawsuit in June 2011 that
claimed that reduction of LT-PCS to 32 hours per week put them and other individuals at risk of entering nursing
homes, and therefore violated the Americans with Disabilities Act. While the lawsuit was pending, DHH created a
process for LT-PCS recipients receiving the maximum number of 32 hours to request expedited access to the
Community Choice Waiver Program. The Community Choice Waiver Program provides personal care services as
well as a variety of other services that assist people to remain in their homes and communities.

The Settlement Agreement extends that expedited waiver option to additional LT-PCS recipients that were receiving
more than 32 hours when the new cap was adopted but are currently approved for less than 32 hours. DHH will
offer waiver slots to these individuals, if they can show that without the additional services, they will not be able to
maintain their health and are at imminent risk of nursing facility placement. In addition, DHH will seek Federal
government approval for an additional 200 Community Choice Waiver slots set aside for these individuals. If any of
the set aside slots are not filled, they will be added to the pool of slots that are available to others who are waiting
for waiver services.

In the FY 13 budget, as part of the Settlement Agreement, the Medicaid Program has funding for 200 slots in the
Community Choice Waiver Program set aside for the class action individuals as well as funding for another 300 slots
in the Community Choice Waiver Program to reduce the number of individuals on the Request for Services
Registry. In FY 13, funding of $1,621,341 ($464,028 SGF and $1,157,313 Federal) has been placed in the Medicaid
Program for the 500 waiver slots (200 slots for settlement and 300 new slots to address the waiting list).

DEPT / AGY: Health & Hospitals Public Health
ISSUE: Nurse Family Partnership Program

The Nurse Family Partnership (NFP) Program is a prenatal and early childhood intervention program designed to
improve the health and social functioning of low-income first time mothers and their babies. Home visits by
specially trained public health nurses begin before the 28th week of pregnancy and continue through the child’s
second birthday. The NFP Program is currently operating in all 9 regions of the state and in 60 of 64 parishes. In FY
11 the program served 2,210 babies and 3,259 mothers; it is anticipated an additional 1,512 families will be served in
FY 13. The NFP operates in all parishes except the following: East Carroll, Madison, Tensas, and West Carroll.
According of OPH, it is not cost effective to have the NFP Program in these 4 parishes because they have very few
births and even fewer first time Medicaid births, which is the eligible population for the NFP model. The FY 13
budget for the NFP Program is $21,792,030 ($2.6 M in SGF; $5.2 M in IAT; and $13.9 M Federal).

DEPT / AGY: Health & Hospitals Public Health
ISSUE: School-Based Health Clinics

School-Based Health Clinics provide convenient access to comprehensive, primary and preventive physical and
mental health services for public school students at the school site. According to OPH, approximately 70% of the
students receiving services in SBHCs are Medicaid eligible. As such, the SBHCs may either bill Medicaid for certain
services, or students may access medical services in the community through Medicaid. Currently, SBHCs may bill
Medicaid for:

Sick or injury visits

Nurse only visits

Hearing and vision screenings

Comprehensive & interperiodic physical screenings through the Kid Med Program
Behavioral Health (limited to one-time evaluation if intervention is needed)
Immunizations (limited; most covered under Vaccines for Children)

Laboratory (specimen collection performed in-house during medical screening visit)

In the FY 13 Executive Budget, the Office of Public Health (OPH) has allocated $8,808,682 ($2,400,527 SGF,
$6,402,924 LA Fund Statutory Dedication, and $5,231 SGR) for 65 school-based health clinics (56 full-time sites and 9
part-time sites) with 6 positions in the Office of Public Health. Currently, the following parishes have school-based
health clinics: Allen, Avoyelles, Caddo, Calcasieu, Cameron, East Baton Rouge, E. Feliciana, Grant, Jackson,
Jefferson, Lafayette, LaSalle, Madison, Morehouse, Natchitoches, Orleans, Ouachita, Point Coupee, Rapides,
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Richland, St. Bernard, St. Charles, St. Helena, St. Martin, St. Mary, Washington, and W. Feliciana. The 2 SBHCs in
Washington Parish at Bogalusa Junior and Senior High are scheduled to close in March 2012 due to cuts to the LSU
Health Care Services Division (HCSD), specifically, a $2.4 M cut to Washington-St. Tammany (Bogalusa Medical
Center) which funded and operated the Washington SBHCs. Currently, OPH is seeking another sponsor with the
goal of keeping both sites operative in FY 13.

DEPT / AGY: Health & Hospitals Public Health
ISSUE: Parish Health Units

Parish Health Units (PHU) provide childhood immunizations, mental health counseling, vital records access,
supplemental nutritional programs for mothers and their children, and family planning. In FY 11, as part of the mid-
year expenditure reduction, funding was reduced for parish health units (PHUs) resulting in the closure of the state-
owned PHU in Orleans Parish and reducing hours and days of operations of PHUs in selected parishes. Currently,
61 parishes have PHUs funded by OPH (versus local government or by a Federally Qualified Health Center or Rural
Health Center). As such, some PHUs operate on a 2-3 days per week work schedule, and staff has a rotating
schedule among multiple PHUs. There is an overall reduction of $494,893 in FY 13 to PHUs, which will result in the
transition of personal health services (i.e. Family Planning, sexually transmitted disease services, Women, Infants &
Children (WIC) services, and immunization services) at the Ascension and St. Helena PHUs to local parish
government. OPH will continue to fund environmental health and vital records services in Ascension and St.
Helena. A comparison of funding and positions in FY 12 and FY 13 is given below.

FY 12 FY 13 Difference
SGF $7,368,222 $8,809,906 $1,441,684
IAT $5,939,326 $5,651,535 ($287,791)
SGR $6,061,367 $6,674,124 $612,757
Federal $31,481,479 $29,219,936 ($2,261,543)
Total $50,850,394 $50,355,501 ($494,893)
T.O. 618 612 (6)
DEPT / AGY: Health & Hospitals Behavioral Health

ISSUE: The LA Behavioral Health Partnership and Coordinated System of Care (CSoC)

The LA Behavioral Health Partnership (LBHP) is a cross-departmental project between the Office of Juvenile Justice
(OJ]), the Department of Children & Family Services (DCFS), the Department of Health & Hospitals (DHH), and the
Department of Education (DOE) to organize a coordinated, managed care network for LA’s behavioral health
populations. Services will be managed and coordinated by a single managed care entity known as the State
Management Organization (SMO). The contract for the SMO was awarded to Magellan Health Services, Inc., for
which an additional $24.8 M was appropriated in Medical Vendor Administration (MVA) in FY 13 (as well as
$590,879 for 30 employees to process the influx of Medicaid applications) to annualize the $25.3 M appropriated in
FY 12 ($50.1 M total--see below). Magellan will be responsible for providing behavioral health services to an
estimated 100,000 adults and 50,000 children, including 2,400 with significant behavioral health challenges or co-
occurring disorders who are in, or at, imminent risk of out-of-home placement. The Office of Behavioral Health
(OBH) will be responsible for supervising Magellan’s compliance with the contract and state policy. Under the
terms of the contract, the SMO will enroll members in need of services, enroll providers who will all need to become
Medicaid providers to deliver services, and manage all services for providers. In addition, the SMO will be
responsible for overseeing and managing the behavioral health services for Medicaid and non-Medicaid
participants, including adults and youth. The LBHP is expected to launch in March 2012. The funding for the LBHP
will be primarily through the Medicaid Medical Vendor Payments (MVP) Buy-Ins Program via a selective services
1915(b) Medicaid waiver to allow automatic enrollment in a single managed care provider (Magellan). DHH
received approval by the Centers for Medicare & Medicaid Services (CMS) on 10/18/2011 for the waiver.
Allocations in Medicaid (MVP and MVA) for the LBHP to date are listed below.

FY 12 FY 13 Total Funding
State funds* $48,579,784 $70,607,881 $119,187,665
Federal $110,317,813 $216,527,957 $326,845,770
TOTAL $158,897,597 $287,135,838 $446,033,435
MVA $25,295,350 $25,432,717 $50,728,067
MVP $133,602,247 $261,703,121 $395,305,368
TOTAL $158,897,597 $287,135,838 $446,033,435

*SGF includes Statutory Dedications from the LA Medical Assistance Trust Fund.

Of the $446 M total funding, $279.3 M ($119 M in State funds and $160.3 M Federal) is from the existing base
budgets of the participating agencies and is shown as a reduction to their budgets in FY 12 and FY 13. The influx of
SGF into Medicaid allows the state to leverage an additional $166,515,553 in Federal funds. The net result is a
$170,533 increase in State funds in FY 12 and FY 13 combined in Medicaid. The funding in MVP will be used by the
SMO to reimburse on a fee-for-service model for children and a per member/per month capitated rate for adult
behavioral health services to providers. For state agencies, this is reflected as a net increase of $48.6 M in SGR to be
received from the SMO for services provided. Information received from OBH indicates approximately $266.6 M
was spent on direct patient care in FY 11. The projected non-Medicaid administrative costs for OBH, DCEFS, and OJ]
are based on 8% of expenditures for the non-Medicaid service populations in the agencies and are estimated at $7.7
Min FY 13.

Coordinated System of Care (CSoC)

Within the LBHP, the Coordinated System of Care (CSoC) will serve LA’s at-risk children with significant
behavioral health challenges who are at imminent risk of out-of-home placement. On 11/3/2011, CMS approved a
1915(c) waiver to allow a specific benefit package that will provide wraparound planning, peer support and other
specialty services for the CSoC population including individual living/skills building, short term respite care, and
crisis stabilization. The CSoC was established to reduce the state’s cost of providing services by using existing SGF
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to leverage Medicaid and reducing the high cost of institutionalization (e.g., residential treatment, psychiatric
hospitals, long-term day treatment, foster care) by providing family driven services in homes, schools, and the
community through Family Support Organizations (FSOs). These services will be coordinated through a
Wraparound Agency (WAA) in each OJJ service region. DHH anticipates enrolling approximately 1,200 youth
statewide in 4 months of operation in FY 12 (up to 240 youth for an estimated 5 WAAs), and 2,400 youth total by FY
14. The average projected length of treatment within the WAA for each child is 270 days. Among the participating
departments, DCFS will assess children in foster care and residential facilities who are at-risk for out-of-home
placement. Within OJJ, only youth in the nonresidential programs and on probation in non-secure residential
programs who are Medicaid eligible will be served through the CSoC. School districts and charter schools, known
as Local Education Authorities (LEAs), and the DHH agencies will also recommend children who are at-risk for out-
of-home placement to be enrolled in the CSoC.

Medicaid Expansion

1) Early Periodic Screening, Diagnosis, & Treatment (EPSDT): State plan amendments were submitted to allow for
claims reimbursements for medically necessary mental health and substance abuse services to any/all Medicaid
eligible children as part of the EPSDT program. CMS has yet to approve the EPSDT state plan amendments for the
expansion of covered services by licensed mental health providers. Covered services under the EPSDT state plan
amendments include therapeutic services (diagnosis and treatment), rehabilitation services (community psychiatric
support & treatment and psychosocial rehabilitation), crisis intervention, and outpatient and residential treatment
for substance abuse. Payments will be made through a fee-for-service reimbursement methodology.

2) Psychiatric Residential Treatment Facilities (PRTF): PRTFs provide an entirely new service through intensive
inpatient psychiatric and residential services to children and youth under 21. Covered services at PRTFs include
physician/ psychiatric services, pharmacy services, diagnostic and radiology services, laboratory services, dental
and vision services, occupational therapy, physical therapy, speech-language therapy, and transportation services.
There are currently 7 PRTFs which will be reimbursed at a $335.49 per diem rate. CMS approved the state plan
amendments for the psychiatric residential treatment facilities on 10/17/2011.

3) Therapeutic Group Homes (TGH): TBHs provide community-based residential services in a homelike setting for
children and youth under 21 in need of 24-hour behavioral health care under the supervision of a psychiatrist or
psychologist. Services provided at TGHs include screening and assessment, therapy (individual, group, and family),
ongoing psychiatric assessment & intervention, and skill-building. There are currently 5 TGHs, which will be
reimbursed at a $202.80 per diem rate. CMS has yet to approve the state plan amendments for the TGHs.

4) School-based Behavioral Health Services: Within LEAs, school-based health services for children ages 3 to 21 will
be expanded to include community psychiatric supportive treatment & addiction services in addition to the
counseling, social work, and psychological services already being offered. The SMO will coordinate services
provided by school staff, but the claims will be paid directly by the Medicaid Fiscal Intermediary based on
expenditure data from the LEA’s Payroll/Benefits and Accounts Payable System. All other school-based services
provided to youth by non-school providers will be managed and paid by the SMO. The state plan amendments to
authorize Medicaid reimbursements for school based services were approved by CMS on 10/12/2011.

5) Adult Mental Health Services: Services for adults with acute stabilization needs & major mental disorders or
serious mental illnesses will be covered by the 1915(i) state plan amendments, which were approved by CMS in
December 2011. In addition, substance abuse services for adults will be newly covered by Medicaid under the state
plan amendments. Covered services will include therapeutic services (diagnosis and treatment), rehabilitation
services (community psychiatric support and treatment and psychosocial rehabilitation), crisis intervention, and
outpatient and residential treatment for substance abuse.

Non-Medicaid Services

Magellan will also manage services for non-Medicaid children currently served through OBH, OJJ, the LEAs and
DCEFS, but their services will continue to be funded by the requisite state agency (approximately $28.6 M at OBH in
FY 11). Adults with addictive disorders and serious mental illness, who have been eligible for services through
OBH in the past, will also be managed by Magellan. Adult services will continue to be funded with federal grants
and SGF from OBH (approximately $104.7 M in FY 10). OBH will also pay Magellan an estimated 8% administrative
fee (through Medicaid) for managing and coordinating care for the non-Medicaid adult and children populations.

DEPT / AGY: Health & Hospitals Behavioral Health
ISSUE: Construction of New Central LA State Hospital (CLSH)

Central LA State Hospital (CLSH) is a freestanding inpatient facility that provides acute, intermediate, and long-
term mental health care, treatment, and rehabilitative services to children, adolescents and adults. Currently, CLSH
has 60 beds and consists of 84 buildings, many of which are vacant and in disrepair. In Act 203 of 2007, $27 M in
SGF was allotted for supplemental capital outlay appropriations for a new psychiatric hospital at CLSH in Pineville.
In Act 52 of 2011, $25 M was replaced with Community Development Block Grant funding to build the new hospital
and $2 M in SGF. Of the $2 M in SGF, $1,740,816 was obligated for contracts with Barron, Heinberg & Brocato
Architects & Engineers to design the new hospital (as of 2/3/2012 only $1,091,354 has been expended). The new
hospital was originally designed to be a 90-bed inpatient facility for the intermediate care of adults and adolescents.
However, the project was put on hold in FY 12 while DHH developed different design scenarios with Barron,
Heinberg, & Brocato.

The final design involves a 2-phased transitional approach. First, beginning in FY 12, DHH plans to consolidate
CLSH patients and staff into the Northeast corner of the campus in order to save on staffing, security and
maintenance costs while the new hospital is being built. As part of this consolidation, 82 filled positions will be
eliminated with a corresponding $2,451,000 reduction in SGF to the Hospital Based Treatment Program within the
Office of Behavioral Health in the FY 13 Executive Budget (155 positions will remain at CLSH). A breakdown of the
82 positions is shown below. This will also eliminate the need for transporting patients across the campus for
medical, clinical, entertainment and vocational needs. Second, DHH will build a new 60-bed hospital on State land
adjacent to the Pinecrest Supports & Services Center. Construction is expected to take 12 to 18 months and will cost
approximately $6 M from the appropriated capital outlay funds. In addition, DHH will refurbish some of the vacant
buildings on the current campus to use for ancillary purposes such as administrative offices. According to DHH,
the exact cost associated with refurbishment of buildings for ancillary purposes is unknown at this time.
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Administrative Assistant (3) ($98,311)
Administrative Coordinator (3) ($116,314)
Human Resources Analyst (1) ($51,688)
Social Worker (2) ($83,389)
Psychologist (3) ($259,771)
Associate Psychologist (1) ($70,346)
Maintenance (3) ($114,816)
HVAC Master Mechanic (1) ($33,197)
Custodian (4) ($83,658)
Therapist (4) ($158,538)
Rehab Instructor (1) ($27,955)
IT Tech Support (1) ($73,715)
Phlebotomist (1) ($35,131)
Registered Nurse (8) ($509,642)
Psychiatry Aide (39) ($978,681)
Food Service Specialist (7) ($171,132)
TOTAL (82) ($2,866,284)
Transition costs $415,284
Total FY 13 Reduction ($2,451,000
DEPT /| AGY: Health & Hospitals Behavioral Health
ISSUE: Acadiana Area Human Services District

In the FY 13 Executive Budget, $22,140,286 is being transferred via IAT from agencies within the DHH to the newly
created Acadiana Area Human Services District (AAHSD) so that AAHSD may begin operations as an autonomous
agency under schedule 09-325 (services will continue uninterrupted during the transition). AAHSD will service the
parishes of DHH Region 4 including: Acadia, Evangeline, Iberia, Lafayette, St. Landry, St. Martin, and Vermillion.
Of the $22.1 M being transferred to AAHSD, $14,607,356 is SGF, $2,273,729 is IAT, $2,206,681 is SGR, $715,018 is
Statutory Dedications, and $2,337,502 is Federal funds from the originating agencies. Transfers from each agency
are detailed below.

T.0. IAT Agency
0 $297,000 Office of the Secretary
113 $18,092,947 Office of Behavioral Health (OBH)

30 $3,750,339

30 Office for Citizens with Developmental Disabilities (OCDD)
143 (non-T.O.*) $22,140,286

TOTAL

*Note: Personnel will be redesignated as non-T.O. since they are funded through the Other Charges expenditure
category.

The mission of human service districts is to provide and coordinate, directly and through community collaboration,
a range of services to address mental health, addictive disorders, and developmental disability needs among its
citizens. The funding from OBH will provide for mental health and addictive disorders services; OCDD funding
will provide for the developmental disabilities and waiver supports needs; and the Office of the Secretary will fund
the Executive, Human Resources, and Fiscal directors’ salaries. The funds being transferred from the Office of the
Secretary, OBH and OCDD are what is currently expended on those services in Region 4. The operational plan for
this agency is currently in development.

Note: In the FY 13 Executive Budget, there is an increase of $891,000 SGF within the Office of the Secretary in DHH
for salaries associated with hiring an executive board at the remaining 4 human service districts to be created.
Currently, all 4 new districts (in Regions 5, 6, 7, & 8) are going through preparations for their shadow year to begin
operating independently of OBH’s budget. Regions 5 (Lake Charles) and 6 (Alexandria) currently have a board of
regional and state stake-holders that meet to develop the fundamentals of the district’s operations and services.
According to DHH, Regions 7 (Shreveport) and 8 (Monroe) have not established their full board yet, but plans to
have it established soon.

Region 5 and Region 6 will need a full year of start-up funding ($297,000 each) to hire an Executive Director, Human
Resources staff member and Fiscal Director. These will all be hired as non-T.O. in the Office of the Secretary in FY
13. Regions 7 and 8 will only need 6 months of start-up funding to hire the same positions because they will not hire
their staff until the second half of FY 13 ($148,500 each). According to DHH, the plan is for the funding for Regions 5
and 6 to be transferred to them as an independent budget unit in FY 14 and Regions 7 and 8 in FY 15.

Office for Citizens w/ Developmental

™ 1 *1°qc

DEPT / AGY:
ISSUE:

The New Opportunities Waiver (NOW) is offered on first-come, first-served basis. There is a Developmental
Disability Request for Services Registry (RFSR) that lists individuals who meet the LA definition for developmental
disability and their request date. This waiver is administered by the Office for Citizens with Developmental
Disabilities.

Health & Hospitals
Waivers

No. of Slots Budgeted FY 13: 8,832
No. of Slots Funded FY 12: 8,832
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Filled Slots as of 12/31/2011: 8,136
Slots Funded but not Filled: 696
Registry andfor Waiting List:* 8,832
Average Cost/Capped Cost: $53,960

Expenditure Forecast as of 12/31/2011: $404,465,081
Population Served: Ages 3 and older who have a developmental disability that manifested prior to age 22
“Registry and /or Waiting List as of 12/31/2011

The Children’s Choice Waiver offers supplemental support to children with developmental disabilities who
currently live at home with their families, or who will leave an institution to return home. Children’s Choice is an
option offered to children on the Request for Services Registry (RFSR) for the New Opportunities Waiver (NOW) as
funding permits. Families choose to either apply for Children’s Choice, or remain on the RFSR for the NOW. This
waiver is administered by the Office for Citizens with Developmental Disabilities.

No. of Slots Budgeted FY 13: 1,475

No. of Slots Funded FY 12: 1,475

Filled Slots as of 12/31/2011: 1,315

Slots Funded but not Filled: 160

Registry andfor Waiting List:* 4,912

Average Cost/Capped Cost: $11,449 ($16,660 waiver cap only)

Expenditure Forecast as of 12/31/2011: $14,058,212

Population Served: Ages Birth - 18 who meet the federal definition for a developmental disability

“Registry and/or Waiting List as of 12/31/2011; subset of individuals under 19 from the NOW waiver and the
number is included in the NOW registry.

The Support Services Waiver has reserved capacity for people who were receiving state general funded vocational
and rehabilitation services as of 3/31/2006 or who were listed as waiting for those services prior to 5/31/2006. The
Supports Waiver is intended to provide specific, activity focused services rather than continuous custodial care. This
waiver is administered by the Office for Citizens with Developmental Disabilities.

No. of Slots Budgeted FY 13: 2,050
No. of Slots Funded FY 12: 2,050
Filled Slots as of 12/31/2011: 1,768
Slots Funded but not Filled: 282
Registry and/or Waiting List:* 75
Average/Capped Cost: $8,461

Expenditure Forecast as of 12/31/2011:  $13,768,256
Population Served: Ages 18 and older
“Registry and / or Waiting List as of 12/31/2011

The Residential Options Waiver (ROW) offers people of all ages services designed to support them to move from
ICFs/DD and nursing facilities to community-based settings, and to serve as an alternative to being
institutionalized. ROW was approved by CMS on 10/1/2009. This waiver is administered by the Office for Citizens
with Developmental Disabilities.

No. of Slots Budgeted FY 13: 210
No. of Slots Funded FY 12: 210
Filled Slots as of 12/31/2011: 27
Slots Funded but not Filled: 183
Registry and/or Waiting List: 0
Average Cost/Capped Cost: $30,086
Expenditure Forecast as of 12/31/2011: $901,282

Population Served:Ages Birth to end of life who have a developmental disability which manifested prior to the age of 22
“Registry and /or Waiting List as of 12/31/2011

Note: Waiver slots are not 100% filled. Although the agency fills waiver slots as quickly as possible, processing an
individual for a waiver slot can take a considerable amount of time.

DEPT / AGY: Health & Hospitals Office for Citizens w/ Developmental
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ISSUE: Privatization of the Supports & Services Centers

During the past few years, the DHH Office for Citizen’s with Developmental Disabilities (OCDD) has consolidated,
closed or privatized a number of public operated supports and services centers (formerly known as developmental
centers) as well as significantly reduced the number of residents in the centers. In FY 12, residents in the 3 large
ICF/DD facilities (Pinecrest Supports & Services Center, North Lake Supports & Services Center, and Northwest
Supports & Services Center) were reduced by approximately 25%. In FY 13, OCDD plans to privatize North Lake
Supports & Services Center and Northwest Supports & Services Center that will result in Pinecrest Supports &
Services Center being the only remaining public operated ICF/DD.

Facility Location Status
Columbia Community Residential and Employment Services Columbia Closed
North Lake Supports and Services Center Hammond Privatized
Leesville Residential and Employment Services Leesville Privatized
Greater New Orleans Supports and Services Center New Orleans Closed
Northwest Supports and Services Center Bossier City Privatized
Bayou Region Supports and Services Center Thibodaux Closed
Pinecrest Supports and Services Center Pineville Operating
Northeast Supports and Services Center Ruston Closed
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Acadiana Region Supports and Services Center Iota Privatized

North Lake Supports & Services Center - In the FY 13 budget, OCDD has proposed to privatize North Lake SSC
located in Hammond (Tangipahoa Parish) that resulted in a reduction of $28,928,373 in Title 19 Medicaid IAT funds
and the elimination of 620 positions. According to OCDD, a few organizations have expressed interest in entering
into a cooperative endeavor agreement (CEA) to operate North Lake SSC. Presently, there are 243 residents at
North Lake SSC. OCDD anticipates that a CEA would authorize the use of 214 of its existing licensed funded beds
to a private provider. Cost savings from the privatization of North Lake SSC are anticipated based on the difference
between the Medicaid public reimbursement rate for the state-operated North Lake SSC ($687.26) versus the
negotiated Medicaid private reimbursement rate with a private provider. OCDD projects that the Medicaid private
reimbursement rate will be less than the current Medicaid public reimbursement at North Lake SSC. Presently, the
estimated private provider Medicaid rate is $208.49.

Northwest Supports & Services Center - In the FY 13 budget, OCDD has proposed to privatize Northwest SSC
located in Bossier City (Bossier Parish) that resulted in a reduction of $14,937,349 in Title 19 Medicaid IAT funds and
the elimination of 360 positions. According to OCDD, a few organizations have expressed interest in entering into a
cooperative endeavor agreement (CEA) to operate Northwest SSC. Presently, there are 137 residents at Northwest
SSC. OCDD anticipates that a CEA would authorize the use of 128 of its existing licensed funded beds to a private
provider. Cost savings from the privatization of Northwest SSC are anticipated based on the difference between the
Medicaid public reimbursement rate for the state-operated Northwest SSC ($543.27) versus the negotiated Medicaid
private reimbursement rate with a private provider. OCDD projects that the Medicaid private reimbursement rate
will be less than the current Medicaid public reimbursement at Northwest SSC. Presently, the estimated private
provider Medicaid rate is $208.49.

The following centers have already been closed, consolidated, or privatized in the prior fiscal years:

Acadiana Supports and Services Center - Act 11 of 2010 authorized the privatization of Acadiana Supports &
Services Center (ARSSC) located in Iota (Acadia Parish). OCDD eliminated 250 positions from ARSSC. In FY 11,
only 10 positions remained at ARSSC as part of community support teams. The community support team provides
training and technical assistance to caregivers, families and schools that serve people with disabilities.

Act 12 of 2011 transfers the remaining funding for ARSSC and 10 positions to Pinecrest Supports & Services Center
in Pineville (Rapides Parish). The FY 12 budget reduced $10,208,725 ($9,639,125 IAT and $569,600 SGR) from OCDD
due to the privatization. On 5/4/2011, OCDD entered into a 5-year contract with the Arc of Acadiana to provide
Intermediate Care Facility for the Developmentally Disabled (ICF/DD) services and housing for 70 individuals at
ARSSC under a Cooperative Endeavor Agreement beginning 7/1/2011 and ending 7/30/2016. At the time of
transfer on 7/1/2011, 62 individuals resided at ARRSC.

Leesville Residential & Employment Services (formerly Leesville Developmental Center and the Leesville State
School) - In FY 05, Leesville Residential & Employment Services (LRES) located in Leesville (Vernon Parish),
became licensed as Group Homes and was no longer licensed as a large ICF/DD. Leesville served no more than 15
individuals on its central campus. In FY 11 as part of the mid-year expenditure reduction, Leesville Residential &
Employment Services (LRES) community homes were privatized. The FY 12 budget reduced $1,590,218 of Title 19
IAT Medicaid and 41 positions from OCDD due to the privatization.

Bayou Region Supports & Services Center (formally the Peltier-Lawless Development Center) - In FY 06, Bayou
Region Supports & Services Center located in Thibodaux (Lafourche Parish), was licensed as a group home and
served 12 residents. In FY 10, OCDD privatized Bayou Region. Bayou Region is operated by Liberty Six, a private,
long-term care provider. At the end of December 2010, Bayou Region was closed. The FY 12 budget reduced
$751,046 of Title 19 Medicaid IAT from OCDD due to the closure.

Northeast Supports & Services Center (formerly Ruston Developmental Center and Ruston State School) -
Northeast Supports & Services Center (NESSC), located in Ruston (Lincoln Parish), has existed since 1959. In FY 11,
OCDD closed NESSC amid an investigative report by the state Inspector General’s Office on excessive overtime
hours of employees and reports of abuse and neglect by the Advocacy Centers and other disability advocate groups.
NESSC had 202 staff members at the facility and approximately 89 residents (66 were in community homes).
Residents were transferred to Northwest Supports & Services Center in Bossier City or other public centers, issued
waiver services, or transitioned to community-based care. OCDD has plans to sell the Northeast campus or taken
over by another public entity.

Columbia Community Residential & Employment Services (formerly the Columbia Developmental Center and
Columbia State School) - In FY 05, Columbia Community Residential & Employment Services (CCRES) facility
located in Columbia (Ouachita Parish), became licensed as Group Homes and was no longer licensed as large
ICF/DD. Columbia served 15 individuals on its campus. The group home was named the Banks Springs Group
Home. Also, CCRES operated a vocational program serving approximately 40 individuals. In FY 10, the vocational
program was privatized and the Columbia Developmental Center campus was vacated and transitioned to the
Office of Juvenile Justice as of 6/30/2010.

Greater New Orleans Supports & Services Center (formerly Metropolitan Development Center) - Over the course
of two and half years after Hurricane Katrina, FY 06 — FY 09, the Greater New Orleans Supports & Services Center
(GNOSSC) was transitioned from a ICF/DD facility to a community-based facility. After Hurricane Katrina, 230
residents were transitioned to other residential options. All of the Administration & Resource Center employees
were relocated to 4460 General Meyer in New Orleans on the West Bank. On 2/27/2008, GNOSSC completely
vacated the old Metropolitan Development Center campus. In FY 12, GNOSSC was consolidated with North Lake
Supports & Services Center. The FY 12 budget reduced $660,529 of SGF as a result of the consolidation.
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DEPT / AGY: Health & Hospitals Office for Citizens w/ Developmental
ISSUE: Update on the Privatization of the Acadiana Region Supports & Services Center

Act 11 of 2010 authorized the privatization of Acadiana Region Supports & Services Center (ARSSC) located in Iota
(Acadia Parish). On 5/4/2011, DHH Office for Citizens with Developmental Disabilities entered into a 5-year
contract with the Arc of Iberia, Inc. (doing business as Arc of Acadiana) to provide an Intermediate Care Facility for
the Developmentally Disabled (ICF/DD) services and housing for 70 individuals at ARSSC under a Cooperative
Endeavor Agreement beginning 7/1/2011 and ending 7/30/2016. At the time of the transfer on 7/1/2011, 62
individuals resided at ARRSC.

The original layoff plan submitted by OCDD identified 114 ARSSC staff that would be laid off as a result of the
privatization. Due to retirement and transfers to other state agencies of 32 employees, only 82 employees were laid
off. Of the former 114 ARSSC employees, 92 applied for positions with the Arc of Acadiana. As of 1/25/2012, 38
former ARSCC employees (approximately 53%) remain employed with the Arc of Acadiana.

Total Number
ARSSC Employees who applied for job with the Arc of Acadiana 92
ARSSC Employees who received jobs with the Arc of Acadiana 72
ARSSC Employees who were terminated by DHH/OCDD 82
ARSSC Employees who were employed on 12/28/2011 with the Arc of Acadiana 45

Former ARSSC Employees who remain employed with the Arc of Acadiana (1/25/2012) 38
The positions of the 38 former ARSCC staff remain employed at the Arc of Acadiana:

Day Program 10
Staff Trainer 1
Clerical 1
Cooks 2
Dietary Manager 1
Home Managers 2
Direct Support 21

8

Total 3

Act 12 of 2011 transferred the remaining funding for ARSSC and 10 positions to Pinecrest Supports & Services
Center in Pineville (Rapides Parish). Cost savings from the privatization of ARSSC are anticipated in FY 13. The
projected savings are based on the difference between the Medicaid public reimbursement rate for the state-
operated ARSCC ($447.15) versus the negotiated Medicaid private reimbursement rate for Arc of Acadiana. OCDD
projects that the Medicaid private reimbursement rate for Arc of Acadiana will be less than the Medicaid public
reimbursement when ARSSC was state-operated in FY 11. The Medicaid private reimbursement rate for Arc of
Acadiana will be based on each individual’s assigned Inventory for Client & Agency Planning (ICAP) scores. The
Legislative Fiscal Office has requested and is awaiting information on the negotiated private reimbursement rate for
the Arc of Acadiana.

DEPT / AGY:
ISSUE:

The FY 13 budget includes funding of $91.9 M for TANF initiatives, which is a significant decrease of $35.6 M from
FY 12 appropriation.

Children & Family Services Children & Family Services

Temporary Assistance to Needy Families (TANF ) Initiatives

FEDERAL INITIATIVES FY 12 FY 13 DIFFERENCE
Literacy: Jobs for America’s Graduates $3,950,000 $3,950,000 $0
LA4 $70,050,000 $29,550,000 ($40,500,000)
Asset Building: Microenterprise Development $510,000 $0 ($510,000)
IDA $1,275,000 $0 ($1,275,000)
Family Stability: CASA $4,670,000 $4,436,500 ($233,500)
Drug Courts $6,000,000 $6,000,000 $0
Child Abuse/Neglect (CPI) $15,679,484 $26,219,058 $10,539,574
Family Violence $3,700,000 $3,700,000 $0
Homeless $850,000 $850,000 $0
Nurse Family Partnership $3,700,000 $3,365,000 ($335,000)
Substance Abuse $4,104,989 $3,588,903 ($516,086)
Early Childhood Supports $5,550,000 $5,550,000 $0
Abortion Alternatives $1,500,000 $1,400,000 ($100,000)
Day Treatment Programs (OJ]) ~ $6,000,000 $3,300,000 ($2,700,000)
TOTALS $127,539,473 $91,909,461 ($35,630,012)

In FY 12, approximately $41 M of TANF Emergency ARRA funds were transferred to the Department of Education
for LA-4 as a means of financing substitution to mitigate the loss of SGF. TANF Emergency funds expire in FY 13,
and therefore have been non-recurred from the FY 13 budget.
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DEPT / AGY:
ISSUE:

The goal of the Modernization project is to transform the service delivery of DCFS to allow clients multiple ways to
apply for services and access services. As a result, clients will no longer have to visit physical DCFS office locations
or travel to multiple locations to do business with DCFS. These effects will reduce congestion at DCFS offices. The
modernization project includes: (1) customer service call center; (2) electronic case records and document imaging;
(3) customer portal that has a web based application for services and allows clients to access their case record to
view basic case information; (4) a provider portal that allows providers to view and update basic information
regarding invoices, payments, and fees; and (5) worker portal that allows DCEFS staff to update and maintain client
case information.

Children & Family Services Children & Family Services

Update on the Modernization of the Department of Children & Family Services

Modernization is a 5-year project with a $95.4 M ($38.2 M in SGF and $57.2 M in Federal) total budget. DCFS will
continue the implementation of the service delivery modernization project with a development budget of $36.4 M
($14.6 M in SGF and $21.8 M in Federal) in FY 13.

FY 13 Modernization Project Budget
Planning & Development Budget:

Project Mgmt. Officer $447,200
Customer Srvc. Center $3,575,000
CAFE (web-based portal) $20,161,776
Document Imaging $7,830,000
Quality Assurance $1,790,000
Mainframe Upgrade $1,283,333
Software $842,688
Storage $457,116
Total $36,387,113
5-Year Modernization Project Budget
FY 11 FY 12 FY 13 FY 14 FY 15 Total

Actuals Requested  Requested Requested Requested Requested
Project Mgmt. Officer $2,866,000  $2,100,000 $447,200 $0 $0 $5,413,200
Customer Srvc. Center $1,162,500  $5,595,000 $3,575,000  $3,400,000  $3,400,000 $17,132,500
CAFE (web-based portal)  $1,045,197  $9,453,500  $20,161,776  $5,149,071 $0 $35,809,544
Document Imaging $0  $8,000,000 $7,830,000 $4,280,000  $4,080,000  $24,190,000
Quality Assurance $200,000 $1,914,499 $1,790,000 $524,750 $0 $4,429,249
Mainframe Upgrade $427,778 $1,283,333 $1,283,333 $855,556 $0 $3,850,000
Software $2,051,063 $318,888 $842,688 $0 $0 $3,212,639
Storage $38,093 $457,116 $457,116 $419,023 $0 $1,371,348
Totals $7,790,631 $29,122,336  $36,387,113 $14,628,400 $7,480,000  $95,408,480
State General Fund (40%) $3,116,252 $11,648,934  $14,554,845 $5,851,360 $2,992,000 $38,163,392
Federal Funds (60%) $4,674,379 $17,473,402 $21,832,268  $8,777,040 $4,488,000 $57,245,088

In FY 10, DCFS expended $1,971,200 on the Project Management Officer (PMO) contract. Other costs associated
with the modernization project include LEAF payments over the next 3 years associated with the lease of a
mainframe central processing unit (CPU) to replace legacy system hardware. The DCFS estimates LEAF payments
of $500,000 in FY 11, $1.2 M in FYs 12 and 13, and $855,000 in FY 14.

In addition, but not directly related to modernization, the department anticipates significant costs associated with
replacement of old legacy systems. Currently, DCFS has over 30 old legacy systems operating. Modernization
replaces only 2 of the old legacy systems.

DEPT / AGY:
ISSUE:

In the past, the Department of Revenue (LDR) has been funded primarily with SGF and SGR arising from penalties
and fees on delinquent or fraudulent taxes or other regulatory fees associated with the Offices of Charitable Gaming
and Alcohol & Tobacco Control. Annual SGF requirements were typically $40-$45 M for LDR with an equal amount
of SGR. When the state implemented the Tax Amnesty Program in FY 10, the Legislature permitted LDR to retain
$75,975,344 of the amnesty receipts in anticipation of declining penalties and fees in the period immediately
following the Amnesty Program and to offset the need for SGF in subsequent years. Due to language in HB 1
allowing LDR to retain unexpended collections (does not revert to SGF) which led to a large carry-forward for LDR
in FY 11, a year in which the amnesty receipts were available along with on-going fee collections. Total SGR
budgeted at EOB for FY 11 was $95.2 M of a total budget of $96.9 M with no SGF required. For FY 12, it is
anticipated that a portion of the on-going fee collections from FY 11 will be utilized in FY 12 and added to the on-
going fee collections of FY 12 with no need for SGF. The FY 13 budget also contains no SGF provisions for LDR
instead relying on SGR to carry the department throughout the fiscal year. However, beginning around FY 14, the
amnesty fees are expected to be exhausted, and LDR could require substantially more SGF (about $30-$35 M) in
order to provide the same level of service.

Revenue Office of Revenue

The Impact of Amnesty on the Department of Revenue Budget
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DEPT / AGY: Environmental Quality
ISSUE: Waste Tire Management Fund

In previous years the Waste Tire Management Fund (WTMF) has experienced deficits in fee collections necessary to
meet the payments to waste tire processors. DEQ has indicated that the recurring shortage in fee revenue collected
to pay waste tire processors is systemic due to tire weights increasing over time. As a result of these fee collection
deficits, DEQ has required other sources of revenue to make tire processor payments. In June 2007, DEQ received
$3,544,348 from SGF to “catch up” on the unpaid amounts requested by waste tire processors for tire material
processed from January 2003 until June 2007. In May 2008, the department received $700,000 from SGF for unpaid
amounts to processors in FY 08. In June 2009, the department received $900,000 from the Overcollections Fund for
unpaid amounts to processors in FY 09. The department did not receive any additional monies in FY 10 and FY 11.
All obligations in FY 12 have been paid to date. However, only $62,030 remains in the fund in the event processor
payments exceed fee collections. Any additional payments over $62,030 would require another revenue source.

According to DEQ, the average weight of passenger/light truck/small farm service tires has increased over time
whereas the fees have remained the same. The processors are paid $1.50 for 20 pounds of tire material or for 20
pounds of whole waste tires marketed and shipped to a qualified recycler. Fees on tires are restricted in R.S. 30:2418
(I) to no more than $2 per passenger/light truck/small farm service tire, $5 per medium truck tire, and $10 per off-
road tire. DEQ rules provide for a fee of $1.25 for each recapped or retreaded tire and that no fee is to be collected on
tires weighing more than 500 pounds or solid tires. These rules require a processor to verify the number of waste
tires received and limits each processor to accepting no more than 5 unmanifested tires per day per customer.

It is likely that without adjustment to either the fees or reimbursement rates to processors, the Waste Tire Fund will
continue to run short of fee collections to pay processors in subsequent fiscal years. In the current year, fee
collections of $4,795,377 (and interest of $1,100) through the end of December have not kept up with processor
requests, which are currently owed $149,579. DEQ has indicated that there is a significant amount of waste tire
material that has not been delivered to an end use. DEQ currently estimates the amount of eligible material to be
processed to be valued at roughly $178,488 based on approximately 2.4 million pounds of material. As well, DEQ
estimates that there are 74,027 whole tires that have not been processed which is estimated to eventually result in
$186,982 in additional processor requests. This balance for tires that have not been processed may be reduced since
there is currently an unrestricted balance of $62,030 in the WTMF.

Prior to the enactment of Act 852 of 2010, a dedication of 5% of tire fee collections (began on 7/1/2003 and expired
6/30/2008) was used for “market development” of products with beneficial use, and for promotion of those
products. Act 852 of 2010 provides that any unexpended and unobligated monies deposited in the WTMF for
market development in excess of $500,000 is to be available for expenditures to waste tire processors. Act 12 of the
2011 Regular Session reduced the amount dedicated to market research to $300,000. The Waste Tire Management
Fund balance is currently $362,030, which results in an unrestricted balance of $62,030 ($362,030 WITMF balance -
$300,000 for market research), which can be used to pay processor payments in FY 12.

DEPT / AGY: Wildlife & Fisheries Office of Fisheries

ISSUE: Aquatic Plant Control Funding

Funding Source FY 07 FY 08 FY 09 FY 10 Fy11 FY 12 FY 13
Conservation Fund $1,100,000 $4,600,000 $4,400,000 $6,600,000 $6,442,000 $6,442,000 $6,442,000
Aquatic Plant Control Fund 800,000 1,133,000 3,133,000 660,000 660,000 660,000 500,000
Federal 798,000 798,000 798,000 700,000 798,000 798,000 958,000
Total $2,698,000 $6,531,000 $8,331,000 $7,960,000 $7,900,000 $7,900,000 $7,900,000
Performance Indicators

Acres Treated 31,260 51,260 59,260 51,260 54,222 54,222 54,222
Actual Acres Treated 31,136 58,765 68,433 75,051 56,867 n/a n/a

Budget authorization for the Aquatic Plant Control Fund in both the FY 08 and FY 09 budget from the boat trailer
tax was $1.133 M. An additional $2 M in SGF was placed into the Aquatic Plant Control Fund in FY 09 (total funding
of $3.133 M). These funds are collected by the Department of Public Safety & Corrections Services for each registered
boat trailer ($3.25 per trailer) and deposited by the Treasury into this fund for treating water bodies for undesirable
aquatic vegetation. These revenues fluctuate depending on the number of people registered.

This funding enabled the department to treat additional acres of aquatic vegetation and to develop research
partnerships with state universities on alternative uses and treatment methods for nuisance aquatic plants. Act 10 of
2009 (General Appropriation Bill) replaced the SGF with funding from the Conservation Fund in the same amount.
Act 10 also included an adjustment to align expenditures with anticipated revenues in the Aquatic Plant Control
Fund. This adjustment reduces the budget authorization by $473,000, leaving $660,000.

An adjustment in the FY 13 Executive Budget reduced the budget authorization of the Aquatic Plant Control Fund
from $660,000 to $500,000 to align expenditures with anticipated revenues. Also, available Federal funding has
increased from $798,000 to $958,000, leaving total funding of $7.9 M for this purpose in FY 13 which is the same as
FY 12.

Current funding provides for staffing (41 positions) and the purchase of chemicals and equipment, as well as
contracts for the treatment of aquatic vegetation ($223,057). Expenses also include research partnerships with state
universities on alternative uses and treatment methods for nuisance aquatic plants.
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DEPT / AGY: Retirement Systems
ISSUE: Unfunded Accrued Liability (UAL)

Many years of insufficient contributions from the State resulted in a large initial UAL, or IUAL. However, in 1987 a
constitutional amendment was passed that required all state retirement systems be funded on an actuarially sound
basis, which ultimately requires the IUAL be eliminated by FY 2029. The UAL equates to the difference between the
total amounts of benefit obligations minus the current actuarial value of the assets of the retirement systems. Any
benefit obligations not met by actuarial value calculate to the UAL. In order to meet the constitutional mandate, the
legislature established a 40-year amortization schedule with increasing annual payments beginning 7/1/1988,
which were ultimately back-loaded. Of the 4 state retirement systems, LASERS and TRSL still have an IUAL balance
not yet paid, which must be paid in full by 2029.

The current statewide UAL is approximately $18.5 B ($6.4 B — LASERS, $10.8 B — TRSL, $0.3 B — State Police
Retirement, $0.9 B — School Employees). In FY 12, the total UAL payment is anticipated to be $1.44 B with escalating
payments in subsequent fiscal years, which are projected to peak at $1.91 B in FY 2029.

As of 6/30/2011, the UAL for each system is as follows:

Teachers $10,810,458,897
LASERS $6,457,954,026
School Employees $904,521,699
State Police $339,111,263
TOTAL $18,512,045,885

Note: Funded percentages of the 4 state retirement systems as of June 30, 2011 are as follows: State Police - 54.19%,
School Employees - 59.9%, LASERS - 57.6%, TRSL - 55.1%. The funding percentages represent the percentage of
assets on hand to pay all current/ future liabilities.

The LASERS UAL, which represents approximately 35% of the total debt, will begin making principle payments in
FY 14, which decreases the amount of the UAL balance. According the existing debt payment schedule (not
including any changes from the administration’s proposals to the retirement law), in 10 years the debt balance will
have decreased by approximately $1 B and in 20 years the debt balance will have decreased by approximately $4 B.

Below is a historical table of a few previous fiscal years illustrating the retirement benefits LASERS were not fully
funded by the State, which contributed to the increase in the UAL. The percentages below represent a percent of
state payroll.

LASERS

Fiscal Year 1959 1960 1961 1963 1965 1968 1983 1985 1988 1989 1990
State contribution required 9.8% 11.8% 9.5% 12.3% 11.0% 11.1% 11.0% 10.9% 12.4% 12.2% 14.1%
State contribution received 6.0% 6.0% 6.0% 6.0% 80% 80% 92% 92% 11.1% 11.2% 7.8%

Based upon the proposed legislation, increasing the retirement age to 67 may decrease the UAL associated with
specified state employees because these individuals will likely pay into the retirement system longer than originally
anticipated with a shorter pay out term resulting (retirement years will be shorter). However, it will not eliminate
the UAL as a whole because there are approximately 41,000 total retirees within LASERS (approximately 55,000
actives) and this bill does not include all LASERS employee groups (excluding hazardous employees, wildlife
agents, correctional officers, judges). In addition, the proposed legislation does nothing with the IUAL balance that
still must be paid by 2029.

There will likely be an abnormal amount of current state employees that decide to retire before the October 2012
deadline specified in the legislation, which would result in an increase in LASERS’/TRSL’s UAL liability. In
addition, the amount of the UAL payment is annually set in an amortization table. Thus, as the state’s payroll
decreases, the UAL percentage of payroll will increase because the debt payment still has to be made.

Offering a cash balance plan for new hires only going forward does not eliminate the UAL that Louisiana is
constitutionally required to pay. The cash balance plan only addresses pension costs going forward and does not
assist in closing the gap between current defined benefit assets and future defined benefit liabilities that currently
exist. To the extent the retirement systems do not change their actuarial methodology from Projected Unit Credit to
Entry Age Normal and if the current defined benefit plan is closed for new hires, the current active defined benefit
plan payroll will decrease every year (as individuals retire), which will increase the normal cost for the defined
benefit plan, which will result in an increase in cost to the state. Also, any market gains from future new hire
contributions that would have been utilized to offset the UAL of the defined benefit program may be contained
within the cash balance plan. Thus, to the extent the state completely closes the current defined benefit plan to new
hires and only offers a cash balance plan to this group; the costs of the defined benefit plan will increase until all
current and retired participants are deceased. This will ultimately depend upon how the cash balance plan is
structured with the existing defined benefit plan. Determining the specific state impact of such a situation would
require an actuarial analysis.

Based upon its latest actuary reports, Louisiana has approximately 60% of its pension obligations funded within the
state retirement systems. According to the Pew Center on States 2010 Report, there are 21 of 50 states with their state
retirement system funding levels less than 80%. The average among those states that do not offer social security to
its state employees (Alaska — 76%, Colorado — 70%, Nevada — 76%, Ohio — 87%, Maine — 80%, Massachusetts — 63%,
Louisiana — 60%) is approximately 73% future pension obligations funded.

Note: Article X, Section 29(E)(2)(a) states that upon elimination of the unfunded accrued liability (UAL), a member’s
contribution shall not exceed an amount contributed on his behalf as an employer contribution. Once the IUAL is paid in full,
the employee and employer contribution rates must be equal. Based upon the current debt payment schedule, in FY 2029 the
employeelemployer contribution rates will be split 50/50 because the IUAL will be paid in full.
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DEPT /| AGY: Retirement Systems State Employee Retirement System (LASERS)
ISSUE: Projected Unit Credit Actuarial Methodology/Entry Age Normal Actuarial Methodology (SB 13)

There are various accepted actuarial cost methods for calculating the normal costs and liabilities associated with
future accruing retirement benefits. LASERS is currently utilizing the Projected Unit Credit (PUC). SB 13 of the 2012
Regular Legislative Session is seeking to change to the Entry Age Normal (EAN) method (amending R.S. 11:22). The
Entry Age Normal (EAN) method is generally more stable for budgeting purposes and is a level percentage of
payroll over each member’s career. The Projected Unit Credit (PUC) method is a low percentage of salary in early
years of service that increases annually for each member as retirement eligibility approaches. As an individual
member ages, the normal costs of that aging member increases. According to LASERS’ contract actuary, the
aggregate normal cost utilizing this method is only level if average member demographics remain stable from year-
to-year.

According to LASERS contracted actuary, changing from PUC to EAN may result in approximately $40.8 M in
overall projected state employer contribution savings that would have otherwise been budgeted in FY 13. The
projected $40.8 M employer contribution savings is based upon projected FY 13 state payroll of $2,549,614,128.
Utilizing the PUC method results in total state contribution percentage (including UAL payment) of 28.2%, or
approximately $719 M, while utilizing the EAN method results in total state contribution percentage (including
UAL payment) of 26.6%, or $678.2 M. Thus, the difference between the 2 methods is a projected savings of
approximately $40.8 M.

Assuming all other actuary assumptions are constant, changing from the PUC to EAN will actually increase the
projected UAL portion of the employer contribution rate from 21.4% to 23.4% in FY 13. However, changing methods
will decrease the employer normal cost from 6.8% to 2.3%. Thus, the net impact of this actuarial method change for
FY 13 is projected to be a 1.6% decrease in employer contributions that would have otherwise been budgeted in FY
13 (see table below).

Total Employee Employer Total Total

Normal Cost Normal Cost Normal Cost UAL % Employer Rate
PUC 14.6% 7.8% 6.8% 21.4% 28.2%
EAN 10.1% 7.8% 2.3% 24.3% 26.6%
Difference (4.5%) 0.0% (4.5%) 2.9% 1.6%)

Note: Other proposed bills filed for the 2012 Regular Session will likely modify the normal costs/UAL costs as it is
currently projected by LASERS, which will change the projected normal costs/ UAL costs percents presented above.

DEPT /| AGY: Retirement Systems State Employee Retirement System (LASERS)
ISSUE: Cash Balance Plan (HB 61/SB 53)

HB 61 (SB 53) of the 2012 Regular Session provides for the creation of the Cash Balance Plan for new hires and
provides the option of existing defined benefit plan members to move into this plan. A cash balance plan is very
similar to a defined benefit plan, but with some elements of a 401(k) plan. Like a defined benefit plan, members do
not direct the investments or investment choices. However, as a member of a cash balance plan, an individual does
have his or her own account and has some portability features. In cash balance plans, new employees are
automatically enrolled in the plan with some percentage of salary deposited annually into a separate “notional”
account for each worker. Unlike employee accounts under the defined contribution plans, notional accounts are
used for record keeping purposes only; the pension funds are not invested through these separate accounts, but are
instead invested as a whole. The state (employer) would contribute a percent of salary to the employee’s account. In
addition, the notional funds are credited with interest at a rate determined by the employer; this interest credit is
like the “return” for the assets in the account. The interest credit is often benchmarked to a specified rate, such as
that on long-term Treasury bonds or on the performance of the systems overall investment returns.

Nebraska is currently the only state in the country that offers the cash balance plan for state employees. Participants
in the cash balance plan have a contribution rate of 4.8%, to which the state contributes 156% of the employee’s
contributions, or 7.5%. All employees hired on or after 1/1/2003 participate in the cash balance plan. Members are
vested in the plan after 3 years and are eligible to begin drawing from the plan at the age of 55. Participants in the
cash balance system receive an interest credit rate based on the federal mid-term rate plus 1.5%. Participants are
also guaranteed a minimum annual rate of return of 5%.

Major differences between Louisiana’s proposed cash balance plan and Nebraska’s current cash balance plan
include:

* Employee contribution rate — Louisiana: 8%, Nebraska: 4.8%

*Employer contribution rate — Louisiana: 4% (the bill is not clear if state will pay the full 4%), Nebraska: 7.5%

*Total contribution rate — Louisiana: 12% (cap), Nebraska: 12.3%

*Vesting — Louisiana: 5 years, Nebraska: 3 years

*Retirement age — Louisiana: 60 years old, Nebraska: 55 years old

*Annual Interest Credit — Louisiana: 100 basis points less the actuarial rate of return for the system with no
percentage floor, Nebraska: federal mid-term rate plus 1.5% with a percentage floor of 5%. The bill is unclear as to if
the retirement system keeps the 1% less the actuarial rate of return.
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*Social Security — Louisiana state employees do not contribute to Social Security, while Nebraska state employees do
contribute to Social Security.

Note: Nebraska moved from a defined contribution plan to a defined benefit plan and allowed current state
employees in the defined contribution plan the ability to transfer their complete retirement plan balance to the new
cash balance plan. The proposed legislation appears to prevent current Louisiana defined benefit individuals from
transferring their prior year LASERS/TRSL contributions to the new plan as their starting balance. This would
freeze contributions to the defined benefit plan and these individuals would not be eligible for a defined benefit
until age and vesting requirements are met.

Lack of Portability — When changing employers, cash balance plans enable participants to transfer the full account
balances, which includes the full value of both the employee/employer contributions, if such an employee has at
least 5 years of cash balance plan membership to the private sector. However, the proposed legislation does not
provide the same portability for those individuals who leave the private sector to work in state government.
Although this plan has been advertised as portable, it is only portable from one perspective, which is portable out of
state government. Individuals who begin work in state government will not be allowed to transfer their existing
401k assets into the cash balance plan. In addition, those individuals currently within the defined benefit plan will
start with a $0 balance. These individuals will not be allowed to transfer the amount of employee contributions
contributed to their defined benefit plans as a starting balance.

Potential Administrative Costs

The bill is silent as to whether LASERS or a private contractor would be the entity that actually annuitizes the cash
balance plan for participants at retirement. To the extent LASERS is required to provide this service, additional staff
will be necessary to complete this task. Potential cost for additional staff is unknown, but may be significant. To the
extent a private contractor provides this service, either the individual or the state will be required to pay for this
service. The specific cost of such a service is indeterminable at this time.

DEPT / AGY: Retirement Systems State Employee Retirement System (LASERS)
ISSUE: Contribution Rate Increase (HB 56/SB 52)

HB 56/SB 52 increases the employee contribution rate by 3 percentage points for rank & file LASERS employees and
higher education personnel within the TRSL. Pursuant to the proposed legislation, the employer contribution rate
within the system will be revised and be utilized in FY 13. The universal actuary equation for funding retirement is
as follows: Benefits = Contributions (employeelemployer) + Investment Earnings. The proposed legislation (HB 56 /SB 52)
provides for those individuals still participating in the defined benefit plan to increase their contribution rate from
7.5% (or 8%, depending upon start date) to 10.5% (or 11%). Although this is a 3 percentage point increase in the
amount contributed to the system for the accruing benefit, this actually equates to a 40% contribution increase to the
state employee in the amount an employee is paying toward his/her retirement (3% increase/7.5% = 40% increase)
for a reduced benefit and a like amount percentage decrease in the percentage paid to the system by the employer
(state).

For illustrative purposes, to the extent the FY 13 normal cost (see definition below) percentage of payroll remains
14.62% and LASERS administrative expenditures are 0.68% (as it has been in previous years); by increasing the
emplovees’ contribution rate by 3%, the amount state employees pay toward the accruing benefits will increase from
paying 54% of the accruing benefit to paying 74% of the accruing benefit, a 37% overall increase in the percentage
contributed toward retirement. In addition, increasing the employee contribution rate by 3% equates to rank and file
employees in LASERS and higher education personnel within TRSL paying between 10.5% to 11.0% for a benefit
accrual of 2.5% per year (see calculations below utilizing LASERS total normal cost for all the various 11 plans).

FY 13 total normal cost percentage of payroll = 15.3%

LESS: LASERS administrative costs = (0.68%) (paid from LASERS trust account - FY 11 percent)
SUBTOTAL: normal cost percentage of payroll =  14.62%

FY 13 employee contribution (less 0.3% admin.) = 7.84% (set in statute - blended rate)

FY 13 employer contribution (less 0.3% admin.) = 6.78% (remaining normal cost percent to fund benefit)
FY 13 total normal cost percentage (less 0.6% admin.) = 14.62%

Under Current Law
Employee contributions: 7.84% of payroll/14.62% total normal cost percentage of payroll = employees paying 54%
of the accruing benefit.

Employer contributions: 6.78% of payroll/14.62% total normal cost percentage of payroll = employer paying 46% of
the accruing benefit.

Proposed Law - 3% employee contribution increase
Employee contributions: 10.84% of payroll/14.62% total normal cost percentage of payroll = employees paying 74%
of the accruing benefit.

Employer contributions: 3.78% of payroll/14.62% total normal cost percentage of payroll = employer paying 26% of
the accruing benefit.

Note: These percents of payroll are only associated with the normal costs and do not include the UAL percent of payroll.
Normal cost reflects the value of all benefits earned during the plan year by participating members. The total normal cost is
partially paid by participating members and partially by participating employers. Based on LASERS latest actuary report, the
projected FY 13 normal cost for all of LASERS is 14.62% of which 7.84% is from the employee and 6.78% is from the employer.
LASERS rank & file normal cost percentage is 14.1% of which 7.6% is from the employee (blended rate) and 6.5% is the
employer (the state portion). To the extent some of these retirement bills do pass, the FY 13 normal costs percent of payroll and
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UAL percent of payroll will be modified.

Pursuant to the proposed legislation, the employer contribution rate within the system would be revised and
utilized in FY 13, which will result in a decreased employer share to be paid in FY 13. Thus, the 40% contribution
increase (3 percentage points) will not be kept within the retirement system (to offset current system liabilities), but
will be utilized in the FY 13 operating budget. This is illustrated in HB 1 through the state employee retirement rate
adjustment, which reduces SGF ($57.6 M) and Total MOFs ($142.2 M). HB 1 reduces the amount needed in FY 13
relative to retirement expenditures except within Higher Education. Any savings materialized from these pension
changes in the administration’s retirement proposal will be utilized within Higher Education for other purposes.

Over the past 2 fiscal years, the state employee retirement rate adjustment presented within the FY 11 & FY 12
Executive Budgets has averaged: $29.5 M in SGF and $61.7 M in Total MOF. Typically the increased retirement costs
are associated with the actuarially sound increase in the normal costs and UAL. To the extent these retirement bills
are not approved, there is currently no funding in HB 1 for state agencies (other than higher education) to pay the
necessary retirement costs in FY 13 (normal cost & UAL). Thus, state agencies would be required to absorb these
costs in FY 13 or additional funds may have to be appropriated. Based upon the past 2 fiscal years’ average, the
additional SGF needed could be approximately $87 M and approximately $203.9 M total MOE. In addition, although
correctional officers and wildlife & fisheries agents are exempt from the proposed legislation, these two departments
were reduced a total of $28.9 M (correctional officers - $23.4 M in SGF and wildlife & fisheries agents - $5.5 M in
Statutory Dedications from the Conservation Fund), which was identified by the DOA as state employee retirement
rate adjustments. This reduction is approximately 20% of the total state employee retirement rate reduction ($142.2
M - total MOF).

Note: Based upon information provided to the LFO by the DOA, total retirement savings (excluding Higher
Education) as a result of the administration’s entire retirement package of bills is approximately $120.9 M in SGF
and $318.1 M in Total MOF. Also, based upon the same information provided to the LFO by the DOA the total
retirement savings retained within Higher Education is approximately $26.8 M in SGF and $133.7 M in Total MOF.

In addition to the state retirement rate adjustment, another budgetary impact for state agencies includes the
anticipated termination pay to individuals who decide to retire before the October 2012 deadline mentioned in the
bill. Pursuant to Civil Service Rule 11.10(b), separated state employees are eligible for payment of 300 hours of
accumulated annual leave which is calculated based upon the retirees hourly rate. Based upon the State Civil
Commission’s 2010-2011 Annual Report, classified state employee’s average salary is $42,208 ($20.29 per hour). For
every 1,000 employees who decide to retire before the October 2012 deadline this equates to an average of $6.1 M
in termination pay to be paid out in FY 13. This funding is not currently included within HB 1.

Another budgetary impact is the anticipated increased state group insurance for retirees within the state. Pursuant
to R.S. 42:851(E)(1.), which is the Office of Group Benefit’s vesting schedule, state employees with 20+ years of
participation within the OGB provides for the state to continue to pay 75% of their state insurance costs while in
retirement. Based upon the inclusion of $614,066 SGF in the Executive Budget allocated to the DOA for an
anticipated 50 retirees in FY 13, for every 1,000 state employees who decide to retire before the October 2012
deadline and are replaced as they are in the DOA FY 13 budget, the state will incur additional annual group
benefits retiree costs of approximately $12.3 M [($614,066/50 = $12,281 x 1,000 = $12.3 M)]. This funding is not
currently included within HB 1.

DEPT / AGY: Retirement Systems State Employee Retirement System (LASERS)
ISSUE: Proposed Retirement Age Increase (HB 53/SB 51)

HB 53/SB 51 increases the retirement age for rank and file employees within LASERS and higher education
personnel within TRSL from: 1.) 30 years of service at any age; 2.) 10 years (or 5 years depending upon start date) of
service at age 60; 3.) 25 years of service at age 55; and 4.) 20 years at any age actuarially reduced, to age of 67 or
higher (depending upon the age to draw full benefit of Social Security) regardless of years of service. Pursuant to the
proposed legislation, the employer contribution rate within the system will be revised and be utilized in FY 13. The
decrease in the employer contribution rate is included within HB 1.

Because the proposed legislation provides for the retirement age to increase to 67 years of age, it does potentially
reduce the benefits from the current system to the proposed system for existing state employees. See scenarios listed
below.

Rank & File Employee #1 — born June 30, 1957, works 30 years in state government with an average salary of
$60,000. Under the current defined benefit system, this employee would be eligible for $45,000 per year benefit for
the remainder of life. This individual is exempt from the proposed legislation.

Rank & File Employee #2 — born July 1, 1957 (one day later), works 30 years in state government with an average
salary of $60,000. Under the proposed retirement age increase, this employee would be eligible for an actuarially
reduced retirement benefit of approximately half of what he/she would have been eligible to receive under the
current system. In addition, this 55-year old individual would have to work a minimum of an additional 12 years
until eligibility, which equates to 42 years of state service. The current law, which this proposed bill does not appear
to amend, provides for a 100% benefit of your top average salary after 40 years of service. Once Rank & File
Employee #2 reaches 40 years of service, his employee contribution will stop. However, pursuant to R.S. 11:538 the
employer will still be required to pay the retirement system for this employee even though this individual has
completely maxed out his retirement benefit available. Thus, under this scenario the state will be paying into a
retirement system for 2 years for an employee who cannot accrue any additional benefits. In addition, to the extent
this employee were to retire at 65 after reaching the 100% benetfit, this employee’s benefit will be actuarially reduced
by 2 years (actuarially reduced from 67 years old to 65 years old) even after this employee has earned 40 years of
service and qualifies for a 100% benefit.

Note: The proposed bills provide for retirement age of 67 years of age or whatever the age is to receive a full Social
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Security benefit. Thus, the retirement age could increase for younger current state employees who choose to stay in
the defined benefit plan as the age of Social Security may increase in future years.

Constitutional Provisions — To the extent some of the retirement proposals are enacted, there may be legal issues
associated (see constitutional provisions below).

Article I, Section 23 — No bill of attainder, ex post facto law, or law impairing the obligation of contracts shall be enacted.

Article X, Section 29 (B) — Membership in any retirement system of the state or of a political subdivision thereof shall be a
contractual relationship between employee and employer, and the state shall guarantee benefits payable to a member of a state
retirement system or retiree or to his lawful beneficiary upon his death.

Article X, Section 29(E)(5) — The accrued benefits of members of any state or statewide public retirement system shall not be
diminished or impaired.

According to LASERS, if this measure is passed, there will likely be litigation and lawsuits filed on behalf of the
impacted state employees. The specific legal costs for the state as a result of these lawsuits is unknown and
indeterminable.

Note: According to the National Conference of State Legislatures (NCSL), states facing actual or threatened lawsuits
include: Arizona, Colorado, Florida, Minnesota, New Hampshire, New Jersey, New Mexico, South Dakota and
Washington.

Included within HB 1 are state employee retirement rate adjustments that reduce the amount of funding to state
agencies contingent upon the approval of the administration’s state pension retirement bill package. This is
illustrated in HB 1 through the state employee retirement rate adjustment, which reduces SGF $57.6 M and total
MOF $142.2 M. HB 1 reduces the amount needed in FY 13 relative to retirement expenditures except within Higher
Education. Any savings materialized from these pension changes in the administration’s retirement proposal will be
allowed to stay within Higher Education to be utilized for other purposes.

Over the past 2 fiscal years, the state employee retirement rate adjustment presented within the FY 11 & FY 12
Executive Budgets has averaged: $29.5 M - SGF, $61.7 M - Total MOF. Typically the increased retirement costs are
associated with the actuarially sound increase in the normal costs and UAL. To the extent these retirement bills are
not approved, there is currently no funding in HB 1 for state agencies (other than higher education) to pay the
necessary retirement costs in FY 13 (normal cost & UAL). Thus, state agencies would be required to absorb these
costs in FY 13 or additional funds may have to be appropriated. Based upon the past 2 fiscal years’ average, the
additional SGF needed could be approximately $87 M and approximately $203.9 M in Total MOF. In addition,
although correctional officers and wildlife & fisheries agents are exempt from the proposed legislation, these two
departments were reduced a total of $28.9 M (correctional officers - $23.4 M in SGF and wildlife & fisheries agents -
$5.5 M in Statutory Dedications from the Conservation Fund), which was identified by the DOA as state employee
retirement rate adjustments. This reduction is approximately 20% of the total state employee retirement rate
reduction ($142.2 M - total MOF).

Note: Based upon information provided to the LFO by the DOA, total retirement savings (excluding Higher
Education) as a result of the administration’s entire retirement package of bills is approximately $120.9 M SGF and
$318.1 M Total MOF. Also, based upon the same information provided to the LFO by the DOA the total retirement
savings retained within Higher Education is approximately $26.8 M SGF and $133.7 M Total MOF.

In addition to the state retirement rate adjustment, another budgetary impact for state agencies includes the
anticipated termination pay to individuals who decide to retire before the October 2012 deadline mentioned in the
bill. Pursuant to Civil Service Rule 11.10(b), separated state employees are eligible for payment of 300 hours of
accumulated annual leave which is calculated based upon the retirees hourly rate. Based upon the State Civil
Commission’s 2010-2011 Annual Report, classified state employee’s average salary is $42,208 ($20.29 per hour). For
every 1,000 employees who decide to retire before the October 2012 deadline this equates to an average of $6.1 M
in termination pay to be paid out in FY 13. This funding is not currently included within HB 1.

Another budgetary impact is the anticipated increased state group insurance for retirees within the state. Pursuant
to R.S. 42:851(E)(1.), which is the Office of Group Benefit's vesting schedule, state employees with 20+ years of
participation within the OGB provides for the state to continue to pay 75% of their state insurance costs while in
retirement. Based upon the inclusion of $614,066 SGF in the Executive Budget allocated to the DOA for an
anticipated 50 retirees in FY 13, for every 1,000 state employees who decide to retire before the October 2012
deadline and are replaced as they are in the DOA FY 13 budget, the state will incur additional annual group
benefits retiree costs of approximately $12.3 M [($614,066/50 = $12,281 x 1,000 = $12.3 M)]. This funding is not
currently included within HB 1.

DEPT / AGY: Retirement Systems State Employee Retirement System (LASERS)
ISSUE: Discount Rate of 8.25%

The state’s various retirement systems contract actuaries calculate the systems funding level and cost utilizing
assumptions about future events that may have a direct impact on the system. Those assumptions include, the age
when the participants will retire, their rate of salary growth, how long the participants live after retirement, and
how much the plan’s investments will earn. The investment assumption is important because the investment
earnings account for approximately 60% of the revenues of the retirement systems (National Association of State
Retirement Administrators). According to LASERS, in FY 10 the 4 major revenue sources of the system and their
percentage distribution are as follows: 11.1% - employee contributions, 10.4% - state benefit contribution, 62.5% -
investment earnings, 16.0% - state debt contribution. The state debt contribution is the amount of annual funds
received by LASERS from state agencies for the unfunded accrued liability (UAL).
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Budgetary Impact If Rate is Changed

The 8.25% is the rate of return utilized by the contract actuaries to calculate the normal cost percent of the employer
(state portion). If the actuarial rate of return is less than 8.25%, the deficit is recouped through future state
contributions. If the actuarial rate of return is greater than 8.25%, the excess earnings are used to credit future state
contributions. To the extent the 8.25% assumed return is reduced, the normal cost to the state will immediately
increase because the employees’ contribution is set at a fixed rate based upon current law. Thus, the normal cost the
emplover pays on behalf of its employees will increase.

The retirement systems’ basic actuarial funding equation is as follows: Benefits = contributions (statelemployee) +
investments. If the investments assumption is lowered, the difference must be funded by the state or the employee.
According to the Legislative Actuary, every 25 basis point decrease in the discount rate equates to an additional
resource need from contributions of approximately $200 M.

Note: As of FY 10, the LASERS actuarial rate of turn over the past 26 years has been approximately 8.2%.

DEPT / AGY: Higher Education
ISSUE: Historical Overview of Higher Education Funding

SGF revenues (General Appropriations Bill) have decreased $1 B (11.4%) from $8.8 B in FY 09 to $7.8 B in FY 13
(Executive Budget Recommended). SGF for higher education has decreased by $510 M (32.9%) from a high of $1.55
B in FY 09 to $1.04 B in FY 13 (Executive Budget Recommended). SGF for higher education represented
approximately 17.7% of all actual SGF revenues in the FY 09. This percentage has fallen to 13.3% in FY 13 (Executive
Budget Recommended). If SGF for higher education were to represent 17.7% of the total SGF budget for FY 13,
higher education would receive $342 M more in SGF in FY 13.

Funding for higher education from all means of finance represented approximately 11.9% in FY 09. This percentage
has declined to 11.2% in FY 13 (Executive Budget Recommended). If funding from all means of finance for higher
education were to represent 11.9% of the total means of finance for FY 13, hicher education would receive $186 M
more in FY 13. Furthermore, SGR (primarily tuition) increased $424 M (57.6%) from $736 M in FY 09 to $1.16 B in FY
13 (Executive Budget Recommended).

Higher Education FY 09 FY 10 FY 11 FY 12 FY13
Funding Sources Actuals Actuals Actuals EOB Exec. Budget
State General Fund  $1,553,400,000 $1,153,400,000 $1,145,200,000 $1,059,600,000 $1,035,100,000
Self-Gen. Revenues $735,500,000 $809,100,000 $801,000,000 $1,132,200,000 $1,155,300,000

ARRA $0 $189,700,000 $289,600,000 $0 $0
Overcollections Fund $0 $0 $0 $92,300,000 $0
Other Sources $694,200,000 $680,800,000 $727,800,000 $733,100,000 $746,100,000
Total $2,983,100,000 $2,833,000,000 $2,963,600,000 $3,017,200,000 $2,936,500,000
Statewide Funding* FY 09 FY 10 FY 11 FY 12 FY 13
State General Fund  $8,798,900,000 $7,144,200,000 $6,994,100,000 $7,657,100,000  $7,778,900,000
Total $25,119,600,000 $24,676,400,000 $25,391,100,000 $26,543,900,000 $26,241,700,000

Higher Education Funding

as a % of statewide funding *

State General Fund 17.7% 16.1% 16.4% 13.8% 13.3%
Total - All MOF 11.9% 11.5% 11.7% 11.4% 11.2%

* Through Schedule 20, excluding the following schedules: Ancillary (Schedule 21), Non-appropriated (Schedule
22), Judicial (Schedule 23), Legislative (Schedule 24), and Capital Outlay (Schedule 26).

DEPT / AGY: Higher Education SU System
ISSUE: Southern University A&M (Baton Rouge) Financial Crisis and Declaration of Financial Exigency

The Chancellor and administration at Southern University A & M in Baton Rouge faced a budget shortfall of
approximately $10.5 M at the beginning of FY 12. The $10.5 M budget shortfall was due to the following causes:
loss of Federal funds from the American Recovery & Reinvestment Act of 2009, increasing subsidies for athletic
programs, scholarship and tuition waivers from tuition increases, declining student enrollment, and increases in
unfunded mandated costs.

To deal with this crisis, the Chancellor at Southern University A & M in Baton Rouge sent a letter to the President of
the Southern University System on 8/22/2011 requesting “financial exigency” for Southern University A & M due
to the university’s anticipated budget deficit of $10.5 M in FY 12. Bylaws of the Southern University System Board
of Supervisors defines a bona fide financial exigency as “an imminent financial crisis which threatens the survival of
the institution as a whole and which can only be alleviated by adopting drastic means” including furloughs for
tenured and tenure track faculty as sought through financial exigency. The Southern University Board of
Supervisors (BOS) approved the request for exigency in October 2011.

Southern University made the following reductions in FY 12 to close the budget gap of $10.5 M:

$260,000 reduction in funding for Adjunct faculty including salaries and fringe benefits

$100,000 savings from reorganization of colleges and schools

$150,000 reduction in telephone expenditures

$293,000 reduction by transferring or terminating Foundation and Alumni employees

$1,840,000 savings from personnel reductions including benefits from the elimination of 43 vacant positions
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$225,000 savings from retirement of 5 employees

$1,862,000 savings from elimination of 43 vacant positions

$520,000 savings from a revised Summer salary schedule

$1,020,000 savings from a faculty retirement incentive plan

$230,000 savings from delayed payment of 2010 and 2011 promotions

$382,000 in additional revenue from an athletic student fee increase

$2,206,000 savings from 10% furloughs of faculty

$1,109,000 means of finance swap replacing SGF with Federal funding for institutional costs
$303,000 savings from reductions in general operating costs

55 AT TE e

In January 2012, Southern A&M received a state-mandated mid-year budget reduction of an additional $1.67 M in
SGF. To address this mid-year reduction, Southern A&M made the following cuts:

Reductions in travel ($38,710), operating services ($200,000), inter-institutional costs ($100,000), and layoff of 18
employees ($1,331,555).

According to Southern A&M, these reductions will have the following impacts:
1. Reduced quantity and quality of services to students generally.

2. Negative impact on recruitment, retention and graduation rates.

3. Decreased morale of faculty, staff and students.

DEPT / AGY: Higher Education Student Financial Assistance
ISSUE: Taylor Opportunity Program for Students (TOPS) Funding and Constitutional Amendment

The Taylor Opportunity Program for Students (TOPS) is a postsecondary scholarship program funded by the state
of LA. TOPS funds tuition and certain fees for all participating students, and includes annual stipends of $400 or
$800 for students obtaining higher grade point averages and ACT test scores. Students who have been LA residents
for at least 2 years and have graduated from a LA high school are eligible to apply for TOPS. The TOPS budget for
FY 12 is approximately $154.4 M, funded with $46.2 M in SGF and $108.2 M in statutorily dedicated funds from the
TOPS Fund ($15.9 M) and the Overcollections Fund ($92.3 M). The number of estimated TOPS awards in FY 12 is
approximately 43,092.

In October 2011, voters approved a Constitutional amendment (SB 53/Act 423 of 2011) dedicating tobacco
settlement proceeds to the Taylor Opportunity Program for Students (TOPS) Fund. Act 423 increased funds
available for appropriations to TOPS in FY 12 by an estimated $79.3 M. This increase of approximately $79.3 M
represents 2 years of tobacco settlement proceeds, and additional amounts dedicated in FY 13 and thereafter will be
approximately $39.8 M per year. The FY 13 Executive Budget includes $39.8 M in Statutory Dedications from the
TOPS Fund due to passage of Act 423 by LA voters.

In January 2012, mid-year budget reductions (Executive Order BJ 2011-25) decreased SGF for TOPS by $66.2 M. In
December, the Joint Legislative Committee on the Budget (JLCB) approved appropriation of $66.2 M of funds
generated by passage of the constitutional amendment towards TOPS, offsetting the mid-year reduction of the same
amount. The FY 13 Executive Budget carries forward $13.1 M in funds not appropriated in FY 12 from the
constitutional amendment. The TOPS recommended budget for FY 13 is approximately $168 M, funded with $102.6
M in SGF and $65.4 M in statutorily dedicated funds from the TOPS Fund. The number of projected TOPS awards
in FY 13 is approximately 41,990.

DEPT / AGY: Higher Education Student Financial Assistance
ISSUE: Contracting of LOSFA Loan Guarantee Operations

The LA Office of Student Financial Assistance (LOSFA) is designated in state law as the guaranty agency for the
state of LA and is under contract with the U. S. Department of Education to provide guaranty services for federal
student loans under the Federal Family Education Loan Program (FFELP). The guaranty services include: assisting
lenders to help borrowers avoid defaulting on their student loans (default prevention), processing and paying
claims for defaulted loans made by lenders (claims) and collecting payments from borrowers who have defaulted on
their loans (collections).

In 2010, FFELP was amended to end the origination of new student loans by LOSFA effective 7/1/2010. Prior to the
amendment of FFELP effective 7/1/2010, LOSFA’s guaranty agency function provided revenue from the origination
of student loans. Before changes to FFELP effective 7/1/2010, LOSFA had accumulated a substantial balance of
funds for guaranty operating services. Since that date, LOSFA has not generated revenues associated with loan
origination and has lost $1 M to $2 M per year in loan origination fees resulting in a gradual decline in funds for
guarantee operating services.

The loss of revenues from loan origination fees since 7/1/2010 has resulted in the agency not being able to generate
sufficient funds to maintain the current loan operations guaranty functions over a long-term basis. Without needed
cost reductions, LOSFA’s operating fund will become insolvent by March 2016. Furthermore, LOSFA’s Federal Fund
may encounter problems paying lender claims on defaulted student loans in a timely manner after June 2015.
Finally, the ratio of fund assets to outstanding loans will fall below the federal minimum standard by June 2016;
however, it is likely that the U.S. Department of Education would take the program from LOSFA before this
happens, in which case all federal revenue from the program would cease.

To deal with the loss of loan origination fees, LOSFA proposes to issue an Invitation to Bid (ITB) to find and contract
with a full service contractor to perform the guaranty functions of LOSFA, including administration of the agency's
Federal Fund, default aversion, claims and collections at a lower cost to LOSFA than what LOSFA had been
incurring to perform these functions internally. LOSFA intends to complete the ITB process with a contract effective
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date of 5/1/2012. LOSFA expects to save about $1.1 M per year by contracting these guaranty functions, and will lay
off approximately 60 staff persons due to privatization of these services. The anticipated date for employee layoffs is
6/30/2012.

Based on available industry information and the efficiencies that are realized by national companies that service
other guaranty agencies, LOSFA believes that contracting all or substantially all of the guaranty agency functions to
a full service contractor will result in increased and continued revenues to the state for a period longer than will be
realized by not contracting out the services. LOSFA believes that these revenues will be sufficient to cover the state
scholarship and grant expenses that are not funded with SGF.

DEPT / AGY: Higher Education Board of Regents

ISSUE: Higher Education Governance Commission Study and Recommendations (HCR 184 of the 2011
Regular Session)

House Concurrent Resolution (HCR) 184 of the 2011 Regular Session urged and requested that the Board of Regents
create a commission (the Governance Commission) to study the governance, management, and supervision of
postsecondary education. The 18 members composing the Governance Commission included individuals appointed
by the Governor, the Legislature, the state’s postsecondary education management boards and the Workforce
Investment Council, as specified in the resolution.

The Governance Commission’s final report (released 1/12/2012) addresses 2 specific tasks charged by HCR 184. The
first task is an examination of how an improved governance structure would result in the following:

a) More efficient use of resources.

b) Improvement of student access through better alignment of student interest and access.

c) Better integration of education at all levels through a complete articulation and transfer plan.

d) More fair and equitable service to all institutions through better representation in the management structure and
fuller recognition and support of the special missions and needs of historically black colleges and universities in our
state.

The report’s second task, the plan for reorganization, called for a framework for postsecondary education
addressing the following 4 areas:

a) Analysis of a single board model for the governance of higher education.

b) Distribution of authorities and responsibilities within postsecondary education.

¢) Tuition policy.

d) Formula funding.

The Commission’s Report has the following evaluations and conclusions:

1) Creation of a single board to govern public postsecondary institutions.

The Commission concludes that it is not in the best interests of the state, at this time, to undertake a restructuring of
its postsecondary education governance system. However, the Commission also determines that the status quo is
unacceptable and concurs with legislative findings that establishing clearer lines of accountability and authority and
increasing efficiencies across the postsecondary education system are critical and require action to make LA’s
postsecondary educational system responsive to student and state needs and to be regionally and nationally
competitive. To accomplish this, the Commission recommends that the current governance structure be
strengthened and the ambiguities in current law be resolved to provide clearer lines of authority, and establish the
Board of Regents as the entity most accountable to the Governor, the Legislature, and the public for postsecondary
education in LA.

The Commission also considered other aspects of the governance of postsecondary education in the state and notes
that there are inconsistencies in the alignment of institutions within the various management systems. It further
recommends that the Board of Regents: 1) complete its review of the role, scope and mission of each postsecondary
institution within postsecondary education; 2) establish clear missions for each management system; and 3) make
recommendations to align institutions consistent with their shared missions.

2) Detailed articulation of the distribution of authority and responsibilities among entities, offices, and institutions.
The Commission recommends that the necessary constitutional and statutory changes be made to clarify the role of
the Board of Regents and the postsecondary education management boards, eliminate ambiguities and establish the
Board of Regents as the entity with the authority for driving performance improvements in higher education. The
Commission further recommends that the postsecondary education management boards be required — with some
appropriate degree of flexibility — to distribute state funding to their member institutions in accordance with the
Board of Regents’ performance funding formula and budget recommendations. Finally, in light of changing fiscal
circumstances resulting from state budget cuts and changing student enrollment patterns, the Commission strongly
urges the development of a statewide fiscal “early warning” system when there is an indication that a deteriorating
financial condition is threatening the viability of an institution.

3) Recommendations for the proper mechanism for setting tuition and suggestions regarding the proper balance of
SGF and tuition as a means of funding postsecondary education.

The Commission recommends that the Legislature should return tuition authority to the 4 postsecondary education
management boards, as was the practice prior to the application of a constitutional change enacted in 1995. This
should be done: 1) in compliance with strict guidelines set forth in a Tuition and Financial Aid Policy established
and implemented by the Board of Regents and approved by the Legislature, and 2) in conjunction with the GRAD
Act.

The Commission also recommends:

a. Decoupling the Taylor Opportunity Program for Students (TOPS) from tuition and instead tying it to a more
appropriate cost index. This would allow LA’s postsecondary education enterprise to function more effectively in
today’s market-based environment and give the state greater flexibility to maintain the TOPS Program for more
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students despite ongoing fiscal challenges.

b. Undertaking policy changes to maximize the effectiveness of the GO Grant, the number of students served, and
fully funding the program when fiscally possible.

c. Providing for further study in the areas of encouraging 4-year completion, reducing barriers for adults enrolling
in postsecondary education, and considering the establishment of a TOPS transfer award.

To address the question of the proper balance between SGF and tuition dollars, the Commission recommends that
the Board of Regents conduct a tuition and aid study focused on cost and affordability. This information is critical to
a successful transition from an annual budgeting process to a more long-term strategic approach to funding
postsecondary education.

4) Proposals regarding the distribution formula of SGF and the relative importance of equity and performance in
that formula.

The Commission recommends the following:

a. Requiring the use of the Board of Regents’ performance funding formula as the mechanism to distribute state
funding to postsecondary institutions.

b. Strengthening the funding formula so that it provides incentives — on a customized basis, depending upon the
role, scope, and mission of institutions — for workforce preparation, targeted research, ease of student transfer and
higher completion rates for at-risk students.

c. Allowing campuses to establish fund balances through the use of carry-over funds to drive prudent fiscal
management and implementation of additional institutional efficiencies.

d. Conducting an independent cost study to identify and implement improved administrative efficiencies in the
public postsecondary system.

The Commission’s report also includes findings and recommendations in the following subject areas: 1) budget,
formula, and efficiencies; 2) tuition and financial aid; and 3) articulation and transfer are also significant. These
sections provide specific details supporting the Commission’s broad findings and recommendations described
above. The FY 13 Recommended Budget does not include any items or funding related to the Commission's
recommendations.

DEPT / AGY: Elem. & Secondary Educ. Recovery School District
ISSUE: Recovery School District Transfer of Schools

The Recovery School District (RSD) was created in the 2003 Regular Session by Act 9 to take over failing schools.
Act 35 of the 2005 1st Extraordinary Legislative Session was enacted to address schools in districts that are
considered to be in academic crisis. The RSD is administered by the Department of Education and is intended to
transform underperforming schools into successful schools. The Administration has discussed an additional
method for schools to be transferred to the RSD, but no legislation has been publically filed to date to provide details
of the proposal. The Governor has proposed to give parents whose children are at a failing school a “trigger” vote
to have their school eligible to be a RSD charter after it has been failing for three years.

Transfer of Schools

A school may be transferred to the RSD if it is determined be “Academically Unacceptable” or is in a school system
found to be “academically in crisis”. Currently, a school is considered to be Academically Unacceptable (AUS) or
“failing” if it earns a School Performance Score of 65 or below. This standard is being raised to 75 in 2012. As
defined in R.S. 17:10.6, academically in crisis means any local school system with more than 30 schools considered to
be AUS, or more than 50% of its students attend schools that are AUS.

Academically Unacceptable — R.S. 17:10.5 states an AUS school may be transferred to the RSD subject to approval by
BESE if the school meets one or more of the following criteria:

The local education agency (LEA) fails to submit a reconstitution plan to BESE;
BESE finds the reconstitution plan unacceptable;

The LEA fails to comply with the reconstitution plan; or

The school is labeled academically unacceptable for four consecutive years.

Academically in Crisis — R.S. 17:10.7 states a school may be transferred to the RSD if it has a baseline School
Performance Score that is below the state average, is located in a school system considered to be academically in
crisis (as defined in R.S. 17:10.6), and is in a school system with at least one school eligible for transfer to the RSD
pursuant to R.S. 17:10.5. The school shall be designated a failing school and shall be transferred to the RSD.

The following are methods to operate a school that has been deemed eligible for transfer to the RSD:
. A direct-run RSD school

A charter school

A university partnership

Through a management agreement with a management education management organization

Memorandum of Understanding

The RSD may enter into a Memorandum of Understanding (MOU) with the LEA as an alternative to transferring a
failing school under the provisions of R.S. 17:10.5. BESE may authorize a conditional transfer, which requires the
LEA to enter into a legally binding MOU between the RSD and LEA. The LEA will continue to operate the school
under the supervision of the RSD while attempting to meet agreed upon performance objectives. If the school does
not comply with the MOU or does not meet the performance objectives, the school will be transferred to the RSD
and may become a charter school or a school run directly by the RSD. BESE makes the final decision on the
appropriate method of operating the schools and the performance objectives.

Return of Schools to LEA
Schools transferred to the RSD shall remain in the RSD for no less than five years. At the end of that period BESE
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will decide whether a school will remain in the RSD, be returned to the original LEA or closed. No school is eligible
for consideration to return to the original LEA until the conclusion of the 2011-12 school year. To be eligible, a
school must have been under the jurisdiction of the RSD for at least five years, and the school must have had a
School Performance Score of at least 80 for the past two consecutive school years.

8 RSD charter schools have had a School Performance Score of at least 80 for the past two consecutive school years:
Arthur Ashe Charter School, KIPP Central City Academy, Dr. Martin Luther King, Jr. Charter School for Science and
Technology, McDonough #15: A KIPP Transformation School, Martin Berhman Elementary School, Dwight D. Eisenhower
Elementary School, Sophie B. Wright Learning Academy, and Edward H. Phillips Learning Academy (KIPP Believe College
Prep). These schools must notify BESE of their decision to return to the original LEA by December 1st of the year
proceeding the transfer. None of these schools notified BESE choosing to transfer so they will remain in the RSD for
another school year. They may choose to exit the RSD after 2012-13 if they remain eligible next year.

There are nine RSD-direct run schools that were labeled AUS for the 2010-11 school year and have been in the RSD
for 5 years. According to BESE policy, the RSD must make a decision to keep them in the RSD, phase-out (close and
transfer students to other schools), convert to a charter or be transferred to their original LEA. The following are the
9 schools and RSD recommendations:

Dr. Charles R. Drew Elementary — phase out or convert to a charter at the conclusion of the 2011-12 school year
George Washington Carver High-convert to a charter beginning of 2012-13 school year

John McDonough High — convert to a charter beginning of 2012-13 school year

Joseph Craig Elementary — convert to a charter beginning of 2012-13 school year

Murray Henderson Elementary — phase out- close at the conclusion of the 2012-13 school year

Paul Habans Elementary-remain direct run RSD school for 2012-13 school year; possibly convert to a charter
thereafter

Sarah T. Reed High — remain a direct run RSD school or convert to a charter in the 2012-13 school year if a proper
charter operator exists, or convert to a charter after the 2012-13 school year

Schwarz Academy — possible charter conversion after the conclusion of the 2011-12 school year, dependent upon
charter approval

Walter L. Cohen High — convert to a charter beginning of the 2012-13 school year.

There are 19 RSD schools that have been in the RSD for at least 5 years, but do not meet the performance criteria to
be eligible to return to their original LEA. The RSD recommends that they remain in the RSD for an additional five-
year period or until they become eligible to choose to return to their original LEA. The following are the above
referenced schools: A.P. Tureaud Elementary, McDonough City Park Academy, Algiers Technology Academy,
McDonough #32 Elementary School, Andrew H. Wilson Charter School, McDonough #42 Elementary Charter
School, Benjamin Banneker Elementary School, Nelson Elementary School, H.C. Schaumburg Elementary, New
Orleans College Preparatory School, Singleton Charter School, O. Perry Walker Senior High School, James Johnson
Elementary, Pierre A. Capdau Learning Academy, Lafayette Academy, S. ]J. Green Learning Academy, Langston
Hughes Academy Charter School, William J. Fischer Elementary School, and Mary D. Coghill Elementary School.

DEPT / AGY: Elem. & Secondary Educ. Minimum Foundation Program (MFP)
ISSUE: Expansion of the Student Scholarships for Excellence Program

The Student Scholarships for Educational Excellence Program was created in the 2008 Regular Session to offer “a
quality education for all LA children, particularly for those children in school systems that have been declared to be
in academic crisis”. The program provides eligible students residing in Orleans Parish with state funded
scholarships to attend participating nonpublic schools or public schools that meet the program requirements. An
eligible student must reside within the covered district (currently Orleans Parish), must have a family income that
does not exceed 250% of the federal poverty level, be in kindergarten for the first time, be in a program eligible
grade, or be continuing in the program. The Governor has indicated that he proposes to expand the program
statewide for students at schools that receive a C, D, or F grade according to the Department of Education’s
accountability system.

In the first school year, scholarships were awarded to students in kindergarten through 3rd grade. The law allows
for a grade level to be added each year so that students may progress to the next grade level. For the 2010-11 school
year, scholarships were awarded to new students entering kindergarten or grades 1 through 6. Approximately 1,800
students are participating in the program in the current fiscal year. If the program was expanded statewide, over
440,000 (out of approximately 700,000) students would be eligible to participate. However, approximately 86% of
the students would meet the income requirements in current law, or approximately 380,000 students.

The funding for the program since its inception has come from the Academic Improvement Fund, which is funded
through state appropriation. According to the FY 13 Executive Budget, the program has been transferred to the
Minimum Foundation Program (MFP). Until a Minimum Foundation Program formula is submitted to the
Legislature on March 15th, the details on the continuation of funding of the program are unclear. Typically schools
in the MFP are funded from a state per pupil allocation and a local per pupil allocation.

The law provides the amount of the scholarship is equal to 90% of the state and local per pupil allocation from the
MEP of the covered district or the rate of tuition at the participating school, whichever is less. The 2011-12 Orleans
Parish MFP state ($3,990) and local ($4,473) total per pupil amount is $8,463. Therefore, the maximum tuition
amount allowed for this school year is $7,617 (90% of $8,463). The total cost of the program in FY 12 is
approximately $9.7 M. The average tuition amount for this school year, or $4,594, is $3,023 less than the maximum
scholarship allowed. While the scholarship amount awarded is less than the state and local per pupil amount in the
MEP, the average tuition is higher than the state per pupil amount provided to Orleans Parish schools ($3,990).

Each school system receives a different state per pupil amount through the MFP, but the FY 13 state average is
$5,035. The potential cost of the expansion of the scholarship program is dependent upon the capacity of schools
eligible to accept students, the tuition costs at participating nonpublic schools and the number of students that
accept a scholarship.
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DEPT / AGY: Elem. & Secondary Educ. Minimum Foundation Program (MFP)
ISSUE: Minimum Foundation Program

The Executive Budget provides $3,408,370,784 for the Minimum Foundation Program (MFP), which is an increase of
$21 M over the Existing Operating Budget as of 12/1/2011. The estimated increase is due to an increase in student
enrollment as of 10/1/2011. The increase of approximately 9,000 students accounts for an additional $27,930,050
added to the formula. Another increase in SGF of $15,976,215 to the MFP is a result of the inclusion of students from
the Special School District schools, students from the LA School for the Deaf & Visually Impaired and students
participating in the Student Scholarships for Education Excellence Program. The Executive Budget also decreases
SGF by $22,854,962 as a result of the local school districts providing a share of the cost for students in the
Scholarship program, the Legacy Type 2 Charter Schools, the LA School for Math Science & Arts and the New
Orleans Center for Creative Arts.

The MFP formula calculates a state per pupil amount and local per pupil amount for each district. The state
appropriates the total state amount for all districts and schools included in the MFP, while the local school district
funds their calculated share. There is an increase in MFP expenditures to cover the state portion of the students
enrolled in the above schools that are included in the MFP for the first time, but there will also be an offset in costs
from the local school districts providing the local share that may have been provided by the state in prior years. The
Board of Elementary & Secondary Education is required to submit a proposed MFP by March 15th. Until an MFP is
submitted, the details of these adjustments will not be available.

EOB 12/1/2011 $3,387,319,481
Increase based on student enrollment $27,930,050
Increase to add LSDVI and SSD to the MFP $4,651,141
Increase to add the Scholarship for Excellence Program $11,325,074
Decrease for savings from local share being used for

the Scholarship for Excellence Program ($8,622,523)
Decrease for savings from local share being used to

fund Legacy Type 2 Charter Schools ($12,917,521)
Decrease for savings from local share being used for

LSMSA and NOCCA ($1,314,918)

Executive Budget $3,408,370,784
DEPT / AGY: LSU Health Care Services Division LSU HSC-HCSD

ISSUE: Annualization of FY 12 Mid-Year Budget Cuts

In the FY 12 budget, HCSD received a 5% cut across all hospitals. HCSD'’s original service reduction plan, which
was formulated to meet the 5% cut, was never implemented since HCSD anticipated earning more in
Uncompensated Care Costs (UCC) than originally budgeted. HCSD was appropriated $330.2 M in IAT from DHH
specifically for UCC. However, based on FY 11 actuals ($385.6 M) and updated expenditure reports in FY 12, HCSD
anticipated generating approximately $385.3 M in UCC again in FY 12. The $55.1 M difference would consist of
$33.7 M in federal match and $21.4 M in state match from HCSD’s Disproportionate Share Hospital (DSH)
replacement funds which were appropriated through IAT from DHH in FY 12. The additional federal match was
anticipated to be used to offset the 5% cut and align its UCC budget with anticipated expenditures. HCSD planned
to increase its IAT budget authority by the additional $33.7 M in federal match by BA-7 request in FY 12.

However, information provided by DHH indicates that the department plans to retain these Federal earnings over
budget ($33.7 M) to partially address the mid-year reduction plan and projected year-end deficit in Medicaid. As a
result, HCSD is currently compiling a new service reduction plan to meet the original 5% cut allocated to it at the
beginning of FY 12 since it will not have the additional Federal funds to cover anticipated expenditures. To the
extent HCSD does no earn DSH over its FY 12 appropriation, this proposes a potential budgetary problem for DHH
since HCSD must reduce the services/expenditures which are generating the $33.7 M in federal match in order to
meet the required cut. As such, the necessary expenditures will no longer exist for federal reimbursement, and the
entirety of the $33.7 M cannot be drawn down to be used by DHH for its budgetary issues. Until the expenditures
are reduced by LSU, DHH will not know the amount of additional federal match that can be generated in FY 12.

HCSD’s FY 12 mid-year service reduction plan, which will be implemented 3/4/2012, consists of the following
expenditure reductions (T.O. costs) by hospital:

Hospital Expense Reduction T.O. Reduction
W. O. Moss $2,312,253 16
Medical Center of LA at New Orleans $14,963,900 240
Leonard J. Chabert $2,931,735 80

Lallie Kemp $456,514 11
Washington-St. Tammany (Bogalusa) $2,387,281 43

Earl K. Long $6,719,050 148
University Medical Center (Lafayette) $4,248, 464 107
HCSD Total $34,019,196 645
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A comparison of the FY 12 Existing Operating Budget (EOB) and the FY 13 recommended budget is detailed below.

FY 12 EOB FY13 (HB1) Difference
SGF $64,296,464 $23,193,051 ($41,103,413)
IAT total $595,045,883 $574,169,936 ($20,875,947)
DSH $330,250,541 $385,000,001 $54,749,460
Medicaid $187,519,346 $157,026,847 ($30,492,499)
IAT Other $77,275,996 $32,143,088 ($45,132,908)
SGR $65,788,131 $98,682,558 $32,894,427
Stat. Ded. $0 $41,068,780 $41,068,780
Federal $79,447,612 $87,945,188 $8,497,576
HCSD Total $804,578,090 $825,059,513 $20,481,423

Note: Of the $20.4 M increase from FY 12 to FY 13, $8.2 M in SGR & $3.6 M in Federal funds are excess budget
authority, which the Office of Planning & Budget plans to amend through the budgetary process. As such, HCSD's
actual net increase will only be $8.6 M in FY 13. This increase is primarily due to the restoration of $13.2 M in SGR
to HCSD's outpatient pharmacy budget, which was cut from the base budget in FY 12. In addition, the increase in
Statutory Dedications is $6 M in one-time funding from the Overcollections Fund and $35 M in contingency funding
from the sale of the New Orleans Adolescent Hospital (NOAH). If the contingency funding is not realized, HCSD's
net decrease will be $32,439,312 in FY 13.

DEPT /| AGY: LSU Health Care Services Division LSU HSC-HCSD
ISSUE: Construction of University Medical Center-New Orleans (New Charity Hospital)

In conjunction with LSU HCSD, the University Medical Center Management Corporation (UMCMC) plans to build
the University Medical Center-New Orleans (UMC-NO) as a new teaching and research hospital that will replace
the former Medical Center of LA at New Orleans (MCLNO) that was damaged by Hurricane Katrina. As an
independent, non-profit institution, UMC-NO will no longer be a state hospital; however, its funding mechanisms
will remain the same. The UMCMC is a not-for-profit corporation, created by LSU to finance the $1.09 B project and
has final authority concerning financing decisions. The Joint Legislative Committee on the Budget (JLCB) will have
final approval of the cooperative endeavor agreement entered into between the Department of Health & Hospitals
(DHH), the Division of Administration (DOA), LSU, and the UMCMC. The projected total cost of the project is $1.09
B for a projected 424-bed hospital, diagnostic and treatment facility, an ambulatory care clinic, and structured
parking, and a utility building (inclusive of all equipment). In 2008, DHH hired Verite Consulting to evaluate the
size of the planned hospital, and Verite made the 424-bed recommendation (364 acute beds and 60 psychiatric beds),
which was adopted by DHH and Governor Jindal’s administration. UMC-NO is currently set to open in 2015 and
drafted to be a total of 2,211,799 square feet. The hospital will be on a site bound by Tulane Avenue, Canal Street,
Claiborne Avenue and South Galvez Street adjacent to the new Veterans Affairs (VA) Hospital currently being built.
The 2 hospitals will potentially share cancer services, some physician services, OB/GYN services, trauma, some
parking, and laundry (the final list of shared services will be determined by the UMC-NO administrative team once
the hospital is operational). The VA hospital is anticipated to open in 2014.

Of the $1.09 B, the state has currently secured approximately $794.8 M. The $794.8 M consists of $300.6 M from
Capital Outlay; $474,750,898 from FEMA for replacing the former main charity hospital building; and $19.5 M in
additional FEMA funds for damages to other parts of the MCLNO complex including capital assets and building
contents. Of the $300.6 M in Capital Outlay, $600,000 has been collected from fees and self-generated revenues from
LSU, $35.5 M in SGF from the Overcollections Fund, $39 M from CDBG funds, $160 M in Priority 1 bonds (cash line
of credit), and $65.5 M in Priority 5 bonds (non-cash line of credit). It is currently anticipated by DOA that
additional FEMA settlement and Office of Risk Management (ORM) insurance money from the damages to MCLNO
will soon be secured for an estimated $151 M depending on arbitration. The FEMA funds are being held in the
Federal Health & Human Services (HHS) payment management system (SMARTLINK) and will be allocated to the
state through the Governor’s Office of Homeland Security & Emergency Preparedness (GOHSEP) through
reimbursement payments as work is performed. According to Facility Planning & Control, approximately $80 M of
the currently awarded FEMA funds have been transferred to the state as reimbursement for capital outlay
expenditures on the project.

The UMCMC and JLCB approved a business plan in September 2011 prepared by Verite Consulting for constructing
the $1.09 B hospital. The UMCMC is seeking alternative financing for the approximately $142.2 M in remaining
unsecured funding including 3rd party financing for the ambulatory care clinic and structured parking through the
LSU Physician’s Foundation, and equipment lease purchase agreements with various vendors. The UMCMC will
determine the exact amount of 3rd party financing needed once the FEMA funds which are awaiting arbitration or
obligation are secured and a definitive amount of funding from FEMA is determined. A breakdown of the financing
for the new hospital according the approved business plan is detailed below.

FEMA Funds
Charity Hospital Replacement $474.8 M
Secured FEMA Funds $19.5 M
FEMA Funds Awaiting Obligation $151 M
Subtotal $645.3 M
State Capital Outlay
Priority 1 (cash line of credit) $160 M
Priority 5 (non-cash line of credit) $65.5 M
Overcollections Fund $35.5 M
LSU SGR $0.6 M
CDBG Funds $39 M
Subtotal $300.6 M
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Third Party Financing
Ambulatory Clinic, Structured Parking,
& Equipment Lease Purchase

Subtotal $142.2 M
Total Financing Costs $1.088 B
DEPT / AGY: LSU Health Care Services Division LSU HSC-HCSD

ISSUE: OLOL/EKL Collaboration Agreement UPL Payments

The LSU Health Care Services Division (HCSD) has entered into a cooperative endeavor agreement with Our Lady
of the Lake Regional Hospital (OLOL) on 2/5/2010 with an initial 10-year term to assume all inpatient and
emergency department services currently offered at Earl K. Long Medical Center (EKL), excluding obstetrics &
gynecology (OB/GYN), outpatient and prisoner care. HCSD plans to continue outpatient services at all of HCSD’s
clinics in Baton Rouge, which include the North Baton Rouge Clinic, the Stanacola Clinic, the Leo Butler Clinic, and
the Outpatient Surgical Center on Perkins Road. DHH has submitted a Medicaid state plan amendment to amend
the rules to allow the clinics to be tied to the Lafayette University Medical Center’s (UMC) license in order to allow
Federal financing to remain in place. The Centers for Medicare & Medicaid Services (CMS) has yet to approve the
new licensing plan with UMC.

Through a cooperative endeavor agreement (CEA), the medical training program for OB/GYN services at EKL has
moved to Woman’s Hospital. The ongoing payments that Woman's will receive from DHH as part of this agreement
are the increased per diem amounts as a result of Woman’s becoming a major teaching hospital, which became
effective on 7/1/2011. These payments are included in Woman's inpatient claims payments and are estimated to be
an additional $3.8 M annually. The CEA indicates that “reasonable” allowable costs associated with the residency
program will be adjusted annually for inflation.

LSU plans to issue a Request for Proposal in FY 12 for possible private hospitals to do inpatient prisoner care;
however, HCSD will continue to do all outpatient care at its Baton Rouge clinics. HCSD will also utilize the Hunt
facility within the Department of Public Safety & Corrections Services once it is fully staffed. The Hunt facility is a
Skilled Nursing Facility that can care for prisoners released from the hospital that cannot return to the prison
population yet.

According to DHH, as of November 2011, $133,403,380 in upper payment limit (UPL) reimbursements have been
paid to OLOL in order to cover the transition costs related to the hospital’s staff, Graduate Medical Education, and
facilities to allow for increased service access for EKL’s patient populations. Of this $133.4 M, $129 M is specifically
for one-time capital investment associated with expanding capacity for EKL’s patient base. When EKL closes
inpatient services in FY 14, DHH will pay OLOL for 95% Medicaid costs, for 100% uninsured costs, and for the
unreimbursed medical education and trauma center costs included in the cooperative endeavor agreement. OLOL
submitted its FY 11 year-end cost report to CMS on 1/31/2012, and is currently working on a reimbursement model
based on these costs, which it will negotiate with DHH for payment. These will either be paid by Medicaid rate
payments, UPL, or possibly combined with DSH payments. In addition to the $133.4 M, the state will make ongoing
UPL payments to cover the costs primarily associated with increased Medicaid and indigent patient services at
OLOL.

DEPT /| AGY: LSU Health Care Services Division LSU HSC-HCSD
ISSUE: Contingency Funding

In the FY 13 Executive Budget, there is $41,068,780 in supplemental funding appropriated through Statutory
Dedications from the Overcollections Fund. Of the $41 M, $35 M is contingent upon the approval and sale of the
New Orleans Adolescent Hospital. The remaining $6 M will be drawn from funding allocated in the FY 13 Funds
Bill, which has not been published yet. Without this contingency funding, HCSD will have to implement further
service reductions in FY 13. Currently, the LSU Board of Supervisors, Health Sciences Center has control of the
NOAH facility and rents space to Children’s Hospital. Though there is no formal lease agreement which would be a
limitation on the sale of the facility (Children’s Hospital merely reimburses LSU for use of the space) according to
LSU, there is currently no definitive potential buyer.
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DEPT / AGY: LSU Health Care Services Division LSU HSC-HCSD
ISSUE: Contingency Funding

In the FY 13 Executive Budget, there is $41,068,780 in supplemental funding appropriated through Statutory
Dedications from the Overcollections Fund. Of the $41 M, $35 M is contingent upon the approval and sale of the
New Orleans Adolescent Hospital. The remaining $6 M will be drawn from funding allocated in the FY 13 Funds
Bill, which has not been published yet. Without this contingency funding, HCSD will have to implement further
service reductions in FY 13. Currently, the LSU Board of Supervisors, Health Sciences Center has control of the
NOAH facility and rents space to Children’s Hospital. Though there is no formal lease agreement which would be a
limitation on the sale of the facility (Children’s Hospital merely reimburses LSU for use of the space) according to
LSU, there is currently no definitive potential buyer.
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